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ARMS CONTROL NETHERLANDS 


DE RUITER ASKS COMPENSATION TO BUY PATRIOT MISSILE 
Rotterdam NRC HANDELSBLAD in Dutch 3 Oct 83 p 3 


|Article: "De Ruiter Demands Counter-orders from the United States for Pur- 
chase of Patriot Missile" | 


| Text | The Hague, 4 October -- Minister of Defense De Ruiter warned this 
morning that the Netherlands should not think about purchasing the American 
Patriot missile (short range weapon) unless the United States offers "satis- 
factory compensation" in the form of counter-orders placed in the Netherlands 
in the area of "high level technology." "We negotiate on the basis of 

100 percent compensation." 


The minister said this during a closed meeting of the Military Committee of 
the Atlantic Assembly (consultative body of members of parliament from NATO 
member states), which met this week in the Hague. 


De Ruiter pointed out that the Netherlands spends "8 to 10 times as much on 
defense purchases in the United States as vice versa," which according to him 
is clearly contrary to the principle of reciprocity ("two-way-street") in 
this area. 


The government is considering the purchase of non-nuclear Patriot missiles to 
replace the nuclear Hawk missiles. The minister said that in his opinion 
nuclear arms are "indispensable" at the present time because they "eminently 
represent the means which make war unacceptable and impossible." 


"The only realistic use for nuclear arms is political, not military. There- 
fore a declaration not to be the first to use nuclear arms would damage the 
political significance of nuclear arms, because we are not out to use them 
militarily. In other words: the no-first-use concept confuses politics (pre- 
vention) with warfare. Or, formulated differently yet: the no-first-use 
concept is based too much on the idea that these weapons will really be used." 


De Ruiter once again pointed to the Dutch reservation concerning the NATO 
double decision of 1979 (deployment of 572 American medium range missiles in 
Western Europe if the Soviet Union does not proceed with the dismantling of 
its arsenal of SS-20's). 











"It is a policy which in my opinion is not damaging to the position of the 
West at the Geneva negotiations (on medium range missiles) and which gives 

us the opportunity at a certain moment to make a decision, in all *reedom and 
unhampered by procedural or technical factors. Our reservation was never in- 
tended to thwart the deployment program." 
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ARMS CONTROL SWEDEN 


BRIEFS 


SDP ORGAN ATTACKS NORDIC 'ZONE'--A nuclear-weapon-free zone in the Nordic 
area is dangerous for Sweden's security. This is the conclusion reached by 
the Social Democratic newspaper TIDEN in an editorial column. According to 
Osten Unden, it is vital for Sweden to be avbie to determine on her own the 
implications of her neutrality. A treaty involving a nuclear-weapon-free 
zone in the Nordic area would mean that all four nordic countries would 

come to be thought of as one group of nations in the eyes of the superpowers, 
he writes in TIDEN. The Eastern bloc would presumably be inclined to class 
Sweden in the same category as Finland. And in the West, they would be 
inclined to think of Sweden in the same way as they currently do of Norway 
and Denmark. Neither of these developments would be in Sweden's interest, 
because they would, according to TIDEN, frustrate our continued opportunities 
to interpret at every level for ourselves what our neutrality means and what 
our security demands. [Text] [Stockholm DAGENS NYHETER in Swedish 1 Nov 83 
p 6] 9584 
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TERRORISM 


FREED BASQUE LAWYERS DISCUSS CIVIL GUARD TORTURE 


Guipuzcoa EGIN in Spanish 5 Nov 83 p 4 





[Text] San Sebastian--Two Basque lawyers, Inigo Iruin and Inaki Esnaola, ac- 
companied by several Basque citizens recently released after spending several 
days in Civil Guard stations, made public accusations in a press conference 
held yesterday in San Sebastian. They said that this police corps "has in- 
vented a new vcactic to continue torturing prisoners during interrogation" and 
that "torture not only continues but, in relative terms, has increased and 
goes further." 


According to the two Basque lawyers, the PSOE [Spanish Socialist Workers Party] 
government "has lost its touted socialist ethics." Through new laws, "it only 
tries to conceal torture." According to them, "the government knows that the 
torture exists and tries to enact laws that conceal it, laws like the Anti- 
terrorist Law which is the highest law in Euskadi." 


The lawyers explained and the other former prisoners present corroborated the 
fact that this tactic means that once someone is arrested, the Civil Guard in- 
terrogates him "gently" for 2 days, the precise length of time to report the 
arrest to the court and to have the forensic doctor come to the station. Af- 
ter a medical examination of the prisoner, the doctor will not see anything 
abnormal or any sign that he has been mistreated. Shortly after the doctor 
leaves the police station, the "real interrogations" begin. At least, this 

is what Jose Maria Olarra, deputy mayor of the Billabona Municipal Government, 
and other prisoners present told the press conference had happened to them. 
Olarra said: "When the doctor came, they had not laid a hand on me and had 
spent their time asking me stupid questions. Therefore, I told the doctor 
that they had treated me well." 


Olarra said: "The minute he left, the real interrogation started. They asked 
me about the 'zulo,' weapons and casualties." 





Jose Maria Olarra was stripped and, according to what he told the judge, he 
was tortured by the members of the Civil Guard who interrogated him. 


"Bath" Perfected 


Right after stripping him, the Civil Guards shackled him and immobilized him-- 
except for his head--with a wet blanket rolled around his body and held by 














three straps. As he described it, they put a board against his chest. It 
hung from his shoulders with two hooks like on a cane. They placed sponges 

on his shoulders so that these hooks would not leave marks. Board and pri- 
soner were laid on a bar like a seesaw placed at medium height next to a bath- 
tub filled with water. The interrogators submerged Jose Maria Olarra's head 
without making the slightest effort. By lifting the board at the bottom, the 
prisoner's head went into the water; the blanket and straps kept him from mak- 
ing any defensive movement. 


Olarra indicated that they used this new and "sophisticated" "bath" on him 
several times; he could not say how many. When he was taken down to the dun- 
geon, his interrogators beat him everywhere on his body and pulled hair from 
his head, beard and chest. They made him lose his sense of time. When the 
interrogators were not at his side, he was forced to remain standing or on his 
knees in the dungeon. 


"Certainly I was afraid." He added: "I was so unmanned that I wanted to die. 
At the same time, I was afraid of dying. I had nothing to confess." 


Later, as they had threatened in the interrogations, they brought in agents 
from Madrid. Olarra said: "The first thing they did was kick me in the groin. 
The second was to start with what is known as "the bag." 


"Careful or This One Will Leave You!" 


According to the counselor for the HB [Herri Batasuna] in Billabona, this sys- 
tem was used at least 10 times in as many interrogation sessions. 


He said: "I began to feel so bad that, on one occasion, some other guards 
from Madrid who were passing through warned my interrogators: ‘Careful or 
this one will leave you!'" Olarra said: "The truth is that my breathing be- 
came very slow and gasping." 


Eecause of his obvious physical deterioration, the prisoner was "gently" trans- 
ferred to a cell where they permitted him to lie down on a cot to recover. 


Olarra added: "While I was lying down, the two classic 'good guards' came to 
me. One even spoke to me about the class struggle from the perspective of 
the purest, Falangist Jose Antonio ideology to try to convince me to talk and 
stop being 'hard-nosed.'" He continued: "When I answered that I had nothing 
to tell, one of ‘he ‘good’ guards got behind me. Placing his thumbs right 
below my ears, he began to squeeze and lift me up until I lost consciousness, 
Sight and balance." After doing this once, the Civil Guard explained to Jose 
Maria Olarra that the continual application of this method could cost him his 
sight and he could even "be left stupid" for the rest of his life without it 
leaving any marks. 


Olarra added: "The explanation was followed by more practical exercises until 
I lost consciousness several times. At least, I always woke up on the ground." 
He added: "Without any question, it frightened me more than anything else they 
did to me." 











On Saturday--Jose Maria Olarra wa: arrested on Tuesday, 26 October--he was 
taken to court and denied everything they accused him of. These proceedings 
were expanded to events that occurred around the Spanish flag in Billabona. 
He was taken to Madrid that day. 


Jose Maria Olarra continued: "At approximately 12:30 they put me in a white 
R-5 and I went to Madrid with three 'polis.' However, when we arrived at Itsa- 
sondo, they put a black plastic hood (an industrial garbage bag) on me that 
went to my waist. After shoving me around, they took me to a building where 
they handcuffed me to a railing for 3 hours." He added: "In this closed 
building, i continually heard the telephone being answered by a voice that 
said: ‘Hello, Civil Guard here.'" 


He was then put in a van with another person, Inaki Olaetxea. Both said that, 
with the hoods on, they reached Madrid bathed in sweat and barely able to 
breathe. 


Olaetxea explained: "We sweat so much that when we arrived in Madrid, a 
guard asked us facetiously if we had wet ourselves." He said: "We were 
soaked from head to toe." 


Once in Madrid and after being examined twice by Civil Guard doctors, they 
were taken before the judge of the National Audiencia. They told him that 
they did not know why they were arrested and said that they had been tortured. 


Constitutional Court Must Speak Out on Antiterrorist Law 


The two lawyers for these prisoners revealed that they worked in several dir- 
ections while their defendants were in the offices of the Civil Guard Command. 


First, Inigo Iruin went to the Civil Guard Command to provide legal assistance 
to the prisoners during the interrogations under the Law for Legal Assistance 
to Prisoners. 


A Civil Guard who "did not want to be identified" denied the lawyer access, 
alleging that there was an order to hold them incommunicado as well as to 
extend the arrest period. 


Inigo Iruin had gone with a notary. He drew up a formal statement of the re- 
fusal "in order to promptly present an appeal to the Pamplona Territorial 
Audiencia to determine whether the existing Antiterrorist Law is constitu- 
tional or not." He added: "If this court recognizes this law as constitu- 
tional, we can assist all the prisoners immediately." 


He noted: "If, on the contrary, it tells us that it is unconstitutional, we 
will present an appeal to the Constitutional Court so that the highest court 
take a position on this law for the first time." 


He explained that they sent a brief to the attorney general of the San Sebas- 
tian Provincial Audiencia urging him to carry out his obligation in these ar- 
rests. According to Iruin, this brief was based on the fact that the attorney 








general is the defender of the basic rights of man and the defender of legality. 
Also the recent guidelines sent to each assistant attorney general by Attorney 
General Buron Barba point out that legal assistance remains in effect in spite 
of the application of the Antiterrorist Law. 


According to Inigo Iruin, the letter could not have positive effects since it 
was sent after those arrested had been taken to Madrid. 


Esnaola: "PSOE Lost Its Socialist Ethics" 


Inaki Esnaoia stated categorically that "torture continues as always. It is a 
habitual practice in the Civil Guard Stations and Commands." He added: "It 
does not seem unusual to us since a democracy cannot be established on the 
Civil Guard and the police. It leads toward political bankruptcy and the 

loss of the ethics proclaimed by the PSOE, such touted socialist ethics." 


Inaki Esnaola said: "Yesterday we attended a bad demagogic speech where the 
HB was compared to armed organizations based on the fact that similar objec- 
tives guide us. Yesterday Felipe Gonzalez said the 'end' to political solu- 
tions, ‘end' to sitting down to talk with independence groups, 'end' to any- 
thing that is not his democracy....Resemblances to Argentina and other coun- 
tries of this type begin to appear." 


According to Esnaola, after Felipe Gonzalez' speech, the Spanish Government 

"is beginning to fall because of its failure, following Franco police methods." 
He finally indicated: "The Civil Guard has been set loose with the approval 

of the PSOE and is ready to do anything to continue annihilating all the dis- 
Sident sectors." 
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TERRORISM SPAIN 


BASQUE POPULAR COALITION PRESENTS ANTITERROR PAPER 
Madrid YA in Spanish 8 Nov 83 p 8 


[Text] Direction and leadership of the reaction against terrorism headed by 
the institutions themselves, isolation of terorrism and the group that sup- 
ports it and participation and support by the autonomous government in a set 
of proposals are the three basic points of the document on antiterrorist mea- 
sures that was approved by the political committee of the Popular Coalition 
in the Basque Country. It met yesterday in Bilbao. 


The document presented by Julen Guimon, deputy and secretary general of the 
PDP [People's Democratic Party], is 22 pages long. It begins by indicating 
that the basic objective is "normalization and the achievement of true coex- 
istence in this community." In order to isolate the terrorist pehnomenon, 
the Popular Coalition proposed that: the representatives of Herri Batasuna 
be excluded from posts of responsibility in institutions; it not be legalized 
as a political party; judicial action be taken against mass media that "habi- 
tually make apologias for terrorism"; pressure by put on the PNV [Basque Na- 
tionalist Party] to adopt a directly antagonistic position toward the ETA 

[ Basque Fatherlang and Liberty Group] and its accomplices; and any negotiation 
with the terrorists be totally rejected. 


The Popular Coalition asks for the participation and support of the Basque 
Government in a set of proposals including: effective collaboration in the 
Security Council; and support for the presence and action of the state secur- 
ity forces which includes collaboration with the autonomous police. The lat- 
ter should not assume jurisdiction over the antiterrorist fight since this is 
constitutionally unfeasible and technically negative. 


The political committee also asks for "intensification of and support for the 
diplomatic actions of the Spanish Government with other countries, especially 
France." Also the Popular Coalition harshly criticized the position of the 
socialists "who announced in Madrid a strong policy concerning terrorism which 
we applaud. However, in the Basque Country it is converted into permissive- 
ness like the position of the Vizcaya Civil Government toward the Herri Bata- 
Suna demonstration." 
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POLITICAL DENMARK 


LEADERS OF DENMARK, GREENLAND, FAROES HOLD FIRST 'SUMMIT' 
Copenhagen AKTUELT in Danish 29 Oct 83 p 15 
[Article: "First Meeting of Heads of Governments" ] 


[Text] The fishing problems off Greenland and the Faroe Islands along with 
Greenland's resignation from EC were some of the main topics at the first 
national assembly of the heads of the three state governments at the quarters 
of the prime minister in Copenhagen yesterday. 


Participating were Prime Minister Poul Schluter, Chairman of Greenlandic 
Government Jonathan Motzfeldt and Chairman of Faroese Government Pauli 
Ellefson. The prime minister had also invited Foreign Minister Uffe 
Ellemanr-Jensen and Minister of Greenland Affairs Tom Hoyem to the meeting. 


After the meeting of the heads of state at the government house, representa- 
tives from Greenland and the Faroe Islands met at the Foreign Ministry for 
negotiations with Ellemann-Jensen, Tom Hoyem, Minister of Fisheries Henning 
Grove along with officials from the ministries. 
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POLITICAL DENMARK/GREENLAND 


GREENLANDIC FOLKETING MP LANGE LEAVES SF TO JOIN SDP RANKS 





Copenhagen BERLINGSKE TIDENDE in Danish 30 Oct 83 p 6 


[Article by RB: ''Preben Lange Joins the Social Democratic Party Greup"] 
DP 


[Text] The Greenlandic Member of Parliament Preben Lange (Siumut) will 
become a member of the parliamentary group of the Social Democratic 
Party. 


Chairman of the Social Democratic Party and former Prime Minister Anker 
Jorgensen has announced that he expects Preben Lange to join the group 
which already has another Greenlandic member of parliament, Otto Steenholdt 
(Atassut). 


The fact that Preben Lange is joining the Social Democratic parliamentary 
group is the result of the Siumut Party presumably becoming a member of the 
Socialist International (SI). 





Government Chairman Jonathan Motzfeldt, whe is the chairman of the Siumut 
Party, emphasizes that the membership application as an advisory member of 
SI has not yet been dealt with. 


If the party is accepted, Motzfeldt assumes that Lange will also join the 
Social Democratic parliamentary group. 


9583 
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POLITICAL DENMARK/GREENLAND 


RULING GREENLANDIC PARTY SIUMUT IDENTIFYING WITH SOCIALISTS 
Copenhagen AKTUELT in Danish 22 Oct 83 p 14 
[Article: "Siumut is Social Democratic" ] 


[Text] The "ruling" Greenlandic party, Siumut, now declares itself a social 
democratic party. After negotiations in Greenland between the Social 
Democratic Party Secretary Ejner Hovgard Christiansen and the Siumut leader- 
ship, the chairman of the Greenlandic party, Jonathan Motzfeldt, chairman 

of the government, issued a statement that confirms Siumut's affiliation 

to the Socialist International. 


During a forthcoming visit to West Germany, Motzfeldt will brief Anker 
Jorgensen, chairman of the Social Democratic Party and Willy Brandt, 
president of the Socialist International, on the decision anc will request 
a provisional "advisory membership." 


It says, among other things, in the statement that "this also means that 
Siumut in a positive manner wants to consider cooperation possibil.ties 
with the Social Democratic Party in relation to our representative in the 
Danish Folketing." 


Many changes are involved in this issue as the competing Greenlandic 
Party, Atassut, is cooperating with the Social Democratic Party at the 
moment. In other words, changes can be expected for both the Greenlandic 
Folketing's members with respect to party affiliation in the Danish 
parliamentary groups. In any case, it is considered out of the question 
that the two Greenlandic representatives would be having a seat in the 
same party group in Christiansborg. 
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POLITICAL DENMARK / GREENLAND 


FINAL STEP BEGINS IN FORMAL WITHDRAWAL FROM EC 
Copenhagen BERLINGSKE TIDENDE in Danish 20 Sep 83 p 4 


[Article by Kermit Norlund: "Progress in EC Negotiations on the Withdrawal 
of Greenland" ] 


[Text] West Germany yesterday tried without success to pro- 
long the negotiations concerning Greenland's conditions out- 
side the European Community. Five-year agreement on free 
trade and fishing is being formulated. 


Brussels--Progress was finally in eivdence yesterday in the negotiations on 
the withdrawal of Greenland from the EC [European Community] during the dis- 
cussions by the foreign ministers of the member countries. During the coming 
months proposals will be drafted in the direction of a 5-year transition per- 
iod. The agreement will in part contain free trade rules for Greenlandic 
goods in the Common Market as well as fishing quotas for Greenlandic waters. 


There is hope that the proposals can be discussed by the EC-foreign ministers 
in October, and thereafter Greenland's withdrawal will take place on 1 January 
1985. 


Member of the Local Assembly Moses Olsen stressed yesterday that Greenland has 
already conceded as much as "regard for the Greenlanders" basis for existence 
and vital interests permit." 


"The key to a negotiated agreement is flexibility on the part of the EC, be- 
cause without such flexibility there could only be Greenlandic withdrawal with- 
out an agreement," the Greenlandic representative stated. 


West Germany, which has substantial fishing interests around Greenland, sought 
before the meeting to block the negotiations. In a letter to the Greek presi- 
dium of the EC, the West Germans said that it was much too early to commence 
discussions on the withdrawal of Greenland. A fisheries agreement had to be 
concluded first, and then other negotiations could be started. 


This demand was vigorously rejected by foreign minister Uffe Ellemann-Jensen, 
who stressed that simultaneity in negotiations has always been the procedure. 
Denmark was supported in this by all of the other member countries except West 
Germany. 


12 








Denmark stressed yesterday that economic support for Greenland is closely 
connected to fishing rights for the EC; in other words, the EC will pay for 
fishing rights in Greenlandic waters. 


The agreement will probably guarantee Greenland annual increases in the fish- 
ing quotas, while the EC quota will remain constant. Biologists will set the 
highest acceptable fishing quotas. Denmark stressed yesterday that there could 
be no consideration of a minimum quota for West Germany. Greenlandic fishing 
would be provided for first. 
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POLITICAL DENMARK /GREENLAND 


LOCAL NEWSPAPER REPORTS SOVIET CRITICISM OF NATO FLEET VISIT 
Godthaab GRONLANDSPOSTEN in Danish 9 Sep 83 p 31 


[Text] The NATO fleet visit here last weekend has given 
rise to this commentary in advance of the visit in KRASNAYA 
SVEZDA (The Red Star), the paper of the Red Army. The 
author of the article is reporter G. Ivanov. 


The combined Atlantic forces of NATO have set their course toward Greenland. 
According to the Danish press the fleet consists of warships from the United 
States, England, West Germany, Canada and Holland. The fleet is directed 

by the American frigate "Dewey" which is equipped with "Asroc" anti-submarine 
missiles which can carry nuclear warheads. On 3 and 4 September the fleet 
will visit several Greenlandic ports. 


It is not coincidental that Greenland is part of the new offensive of the 
Atlantic NATO fleet. This fire brigade always appears wherever it is neces- 
sary to apply pressure. 


The United States and England have for several decades sought to gain mili- 
tary access to this important island, which is the world's largest and an 
autonomous part of the Danish realm. 


As far back as April 1940, when the Nazis occupied Denmark, the American 
government quickly declared Greenland to be within the boundary of the Monroe 
Doctrine. Thatisto say: part of the American sphere of influence. 


On behalf of his government, the Danish minister in Washington precisely a year 
later signed a defense agreement on Greenland with the American government, 
whereupon the Americans started an extensive military installation project in 
Greenland. The Danish government ratified the agreement in 1945. Although 
after Denmark's entry into NATO the agreement was replaced by a new agreement 
in 1951 concerning the joint defense of Greenland by the two countries, matters 
did not change significantly. The Americans were already well established. 


Among the large number of American military installations in Greenland, the 
Thule base in northern Greenland has a central position. By 1952 the base 
had already cost almost a billion dollars. 


During the period 1958-1964 it was modernized at a cost of $900 million. The 
equipment was delivered by no fewer than 2,900 firms, which in itself says 
something about the scope of the modernization. Recently additional informa- 
tion became available indicating that the American government has appropriated 
considerable sums for an extension and modernization of the Thule base next 
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year. From this base nuclear missiles and strategic bombers will be guided 
over the Soviet Union from the "hinterland" via Scandinavia and the Arctic 
Ocean. In the Western press there have often been reports that the United 
States has long had nuclear and chemical weapons stationed in Greenland. 


The ultrasecret OL-5 system which controls satellites on espionage missions 
has also appeared in Greenland. In the book "Greenland--The Mediterranean's 
Pearl" evidence is produced to establish that with the assistance of this 
system, the United States not only conducts intelligence operations against 
the Soviet Union and the Warsaw Pact, but against its own allies in Europe. 


In order to prepare the Greenlanders for their meeting with the NATO flotilla, 
the bourgeois mass media has again taken up the "Soviet military threat." 
According to the official line, NATO's collective naval force are traveling 

to Greenland to polish up their plans "to save the Greenlanders" from the 
"Soviet submarine threat."" There is evidence, it is claimed, that Soviet 
submarines, which threaten the island's security, permanently operate in 
Greenlandic coastal waters. Naturally no concrete evidence is produced in 
support of this absurd claim. It could not be proved because Soviet submarines 
do not come close to shores of Greenland. 


But since such speculations must have some shread of reality, its originators 
have now begun to talk of "evidence" which was supposedly found near Greenland 
and the Faeroe Islands in the form of objects which they claim are used by 
Soviet submarines for radio communication while submerged. 


It is an old trick. Soviet submarines are often used to scare the people of 
the Scandinavian countries: Sweden, Norway and Denmark. 


Hardly a day passes when the bourgeois press does not report the presence of 
Soviet submarines first in one country's territorial waters and then another's, 
and finally the hunt for them. Even though the accusations are without founda- 
tion and are not proved with concrete evidence, the sources still count on 

some political dividends. 


This is also the real reason for those who under the pretense of a “Soviet 
threat" are sending the fire brigade to Greenland. The reason for the visit 
of the NATO fleet to Greenlandic harbors is an attempt to neutralize anti- 
American and anti-NATO feelings among Greenlanders, and to include the Green- 
landic harbors in the North Atlantic bloc's military preparations and opera- 
tions, 
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POLITICAL GREECE 


VITRIOLIC ATTACK ON 'TOTALITARIAN' PAPANDREOU POLICY 
Athens AKROPOLIS in Greek 18 Oct 83 pp 1, 9 


[Text] Today is perhaps the most dismal and sad anniversary in Greek history. 
Two years ago today the Greek people made the frightful mistake of giving its 
trust to Andreas Papandreou. The people did it in good faith, believing in 

the need for change. Andreas Papandreou, however, used this need of the people 
to defraud it of its votes. And it was thus that the greatest political fraud 
in our history began to unfold. We have not yet seen the end of this story nor 
where it is going to take us nor how much it is going to cost us. 


For this reason, today, when Andreas Papandreou celebrates his anniversary and 
will come out like another Roman emperor to salute the crowd that will be forced 
to gather under the “swords of Damocles" of the branch leaders, we once more 
feel the obligation to denounce to the Greek people his life and deeds, lest 
they forget. 


We charge that Andreas Papandreou, being premier of the country, not only did 
not serve in the Army as every Greek is required to do, but was declared a 
draft dodger four times. 


We charge that when he dissented with the Metaxas regime, he did not follow the 
fate of the other dissenters, but was accorded special treatment. He officially 
departed--he did not desert, please note--for the USA to prosper. 


We charge that during the 7-year dictatorship, when passports were withdrawn from 
the political opponents of the regime, he was instead given a passport, as he 
was during the Metaxas era, to leave once more for the United States. This time 
it was personally handed to him by the deputy premier. 


We charge that while the other opponents of the dictatorship, who were abroad, 
faced tremendous economic harship, Andreas Papandreou bought and settled in in 
a luxurious villa in Canada. 


We charge that after he imposed himself on us as premier, he now burdened us, 
shamelessly, with his entire family, both by bloodline and marriage, to govern 
us collectively. 


We charge that while murders, rapes, robberies, burglaries, traffic accidents, 
etc. geometrically increase every day, without any prospect for better days, 
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Andreas Papandreou, when he moves about, has surpassed even the security 
measures taken at times for the movements of Papadopoulos. Only in some 
African countries, where prime ministers come and go every 2-3 days because 
of extermination, can such measures of torment for the public be observed. 
Of course, there are those who gain from this situation. They are those who 
manage to sneak behind the 10th security car of the premier of all Greeks iu 
order to arrive in Athens from Kifissia in 5 minutes. 


We charge that while before the elections he told us that he had in his pocket 
the programs for every aspect of our lives, for every problem, for every sector, 
all of this proved to be first-rate lies. 


We charge that the proud, independent, many-dimensioned foreign policy of 
Andreas Papandreou is dependent on Moscow, or rather it is an extension of 
Soviet foreign policy. 


We charge that Andreas Papandreou has managed to create such a climate of 
insecurity, domestically and internationally, that there are no more invest- 
ments being made in Greece. 


We charge that after 2 years of PASOK, cots continue to dominate the hallways 
of the hospitals. 


We charge Andreas Papandreou's "miracles" in educational reform where, for 
example, one can manage to enter the Civil Engineering School in Xanthi with 
a grade-point average of 13! 


We charge that the only tourist works made are the extension and modification 
of the private cabanas in Lagonisi--only the Papandreou family stays there when 
on vacation--—as well as the extension of the nearly empty hostel in Kaletzi. 


We charge Andreas Papandreou for the fascist use of the news media. Let 
Papandreou be assured that if he continues this way, the same thing that 

happens in Poland will happen here also. In other words, the minute brother 
Jaruzelski appears on television or the newscast begins, the Poles turn off 

their sets and go out into the street so that the informers will see them. 

Andreas Papandreou will become aware that the people are not fooled by television. 
They scorn it. 


We charge Andreas Papandreou with the dishonest methods that his party uses to 
tarnish the character of those who do not submit to its designs. The "mud- 
slinging machinery" assembled by PASOK's "priesthood" is about to lead the 
entire political life of the country into the slime. Whoever, friend or foe, 
is judged by Papandreou to be dangerous, is immediately dubbed either a thief, 
or a trafficker in foreign exchange, or a sold-out conscience, or a 
Khristodoulidis... 


We charge Andreas Papandreou with crude violations of justice. Never in the 
history of this country has there been a government so unhesitant about 
vanquishing justice. But luckily--as some poor miller told one of the Kaisers, 
in Germany--"there are judges in Berlin...' 





We charge Andreas Papandreou with having abolished the Parliament. Now in power 
for 2 years, he has not once informed the Chamber of Deputies on the many 
domestic and foreign problems of the country as he is required to do. 


We charge Andreas Papandreou with methodically, insistently and deviously push- 
ing the country towards totalitarianism. Only dictators like Hitler and 
Mussolini have organized festivities such as today's on the occasion of the 
anniversary of the founding of the party! They did not do it to communicate 
with the people. This is done in the Chamber of Deputies or on television. 
They did it to show the people abroad, the other countries, that the people 

are with them, thus lending legality to their future plans. 


Therefore, people beware: do not accept Andreas Papandreou's will without 
complaining. Demolish the dark visions of the Lord of Kastri. 


And you, Andreas Papandreou, should know that: When the day of judgment comes-- 
and it will not be late in coming--you will not be able to invoke the mitigating 
circumstance of "temporary insanity" because the political fraud you are perpe- 
trating at the expense of the country and the people is not only daily, but 
continuous. 
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POLITICAL GREECE 


OFFICIAL CALLS FOR CLASSIFIED FOREIGN POLICY PAPERS RELEASE 
Athens I KATHIMERINI in Greek 6-7 Nov 83 p l 


[Text] The government considers as "its primary obligation" the making public 
of top secret documents of the Foreign Ministry relating to matters of negotia- 
tion tactics on subjects of vital importance to the nation. 


This is what came out of yesterday's statement by the government's spokesman in 
response to the statements of the parliamentary spokesman of the "ND" and 
former Foreign Minister, Mr. Kon. Mitsotakis, who yesterday returned to the 
subject that was brought to light last Thursday in the Chamber of Deputies with 
the release of a top secret document by deputy Foreign Minister, Mr. I. Kapsis, 
to accuse Mr. Mitsotakis of consenting to the dichotomy of the Aegean air space. 


The whole affair, political observers emphasize, has already become far broader 
with yesterday's statements by the administration's spokesman. This is so 
because, in addition to the fact that by Mr. Kapsis' raking public the top 
secret document, everybody, inside and outside of Greece, knows the thoughts 
that concerned the responsible ministries during the 1980 negotiations for the 
reactivation of the Larisa Military Headquarters, and asks the question: What 
other top secret documents is the government about to make public when it finds 
itself in a similarly difficult position to explain its policy, as it was during 
the debate on the bill for the bases? 


Mr. Mitsotakis, with his statements of yesterday, accuses Mr. Kapsis of poli- 
tical intrigue because he took two sentences out of context from the two docu- 
ments (of the Ministry of Foreign Affairs and of the Ministry of National 
Defense) and attempted to create an erroneous impression. At the same time, 
Mr. Mitsotakis, by making public the entire text of the. documents, emphasizes: 


"It appears, therefore, from the same documents, which Mr. Kapsis invoked, that 
the Ministry of Foreign Affairs was fighting firmly to maintain the status of 
the air space that is in force today and the allegations to the contrary by the 
deputy minister of Foreign Affairs are knowingly incorrect." 


The government, answering the statements of Mr. Mitsotakis through its spokesman, 
expressed the view that: 


"Mr. Mitsotakis must finally, at some point, become aware that the information 
of the Creek people, and particularly on matters that regard our national 
future, does not constitute intrigue, but the primary obligation of a demo- 
cratic government." 
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POLITICAL NETHERLAND 


LABOR PARTY'S DIFFICULTIES WITH OPPOSITION ROLE 
Rotterdam NRC HANDELSBLAD in Dutch 3 Oct 83 p 3 


| Article by Kees van der Malen: "Labor Party in a Bind Between What the 
Government Does and What the FNV Wants" | 


Noewg Zutphen, 3 October -- On Saturday, at the meeting of the PvdA | Labor 
Party | party council in Zutphen, a delegate observed with disappointment: 

"T have the feeling that the party leaders don't know it, and I have the 
feeling that the parliamentary party doens't know it either." 


The individual concerned did know: he missed an opinion of the PvdA about 
how to tackle the crisis. The government has a policy, the FNV | Netherlands 
Trade Unions Federation | trade union federation has an alternative, but where 
is the answer from our own party, the delegate wondered. 


Thus, party leader Den Uyl and party President Van den Berg were in the un- 
comfortable position of seeing the lack of a party policy attacked rather 
than the government policy. They were in a bind as it were between what the 
government does and what the FNV wants. 


The well considered decision by the Second Chamber not to present a detailed 
counter-plan or a detailed counter-budget this year at the time when the ad- 
ministraticn's plans are being considered, was clearly not understood by the 
party council, which is still used to the period when opposition policy was 
characterized by the biggest and most compelling plans. It felt somewhat 
empty-handed between what the government does and what the FNV wants. 


Foothold 


Why not our own alternative? Party President Van den Berg had his very own 
explanations for this. The PvdA has "Honest Sharing," the electoral program 
drawn up last year, and this provides the party with an alternative for 

4 years. "If the party doesn't believe in that, then it pulls the rug from 
under itself," he told the party council. 


However, the party council was not satisfied with this. People wanted a re- 
cognizable foothold in the face of the uncertainty of the government policy: 
the party will yet have to develop its own alternatives, only the how of this 
process was not precisely clear. 
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Some of them out of over-zealous solidarity simply wanted to take over the 
plans of the FNV, others wanted to consult with the union federation and then 
draw up a personal, but leftwing, recovery plan. The party leadership chose 
the least dangerous path and adopted both ideas. 


Meanwhile, the parliamentary party in the Second Chamber is working on sub- 
proposals to fight the government policy. In discussing the latter, attention 
will not be drawn to the differences with the government policy so much as 

to the differences with the related union federation. 


Rank and File 


In terms of its plans, the parliamentary party will direct itself less toward 
consumer spending than the FNV does, will continue to ask more of the higher 
incomes than the union federation dares to ask its own rank and file, and 
will especially try to stabilize the financing deficit, where the results of 
the FNV plans imply an increase in the government deficit. 


For the PvdA parliamentary party, the latter is more a question of tactics 
than of principle. In the political-psychological climate in which the cabi- 
net and the government parties fasten onto the idea of pushing back the fi- 
nancing deficit, plans which achieve the opposite do not have the shadow of 
a chance. 


The advantage of the FNV plans, said PvdA President Van den Berg to the party 
council, is that they work because it is not the PvdA which introduces them. 
The FNV plans ripen the minds, is about what he must have meant. 


The disadvantage of the PvdA plans is that they only work if a majority in 
parliament is in favor of them this is something that the PvdA parliamentary 
party in the Second Chamber has known for a while. 
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POLITICAL SPAIN 


INTERVIEW WITH BASQUE PRESIDENTIAL CANDIDATE BENEGAS 
Madrid DIARIO 16 in Spanish 7 Nov 83 pp 8-9 


[Interview with Txiki Benegas, Basque presidential candidate, by Juan G. Iba- 
nez, special correspondent: "Benegas: ‘Only Dirty War Is the ETA's'"; date 
of interview not given] 


[Text] Bilbao-Madrid--Shortly after hearing--with a shy 
blush--the applause of his comrades who elected him by 
acclamation to be a candidate for lendakari, Txiki Benegas 
jumped into the ring and stated: "I run to win." In his 
first speech, he revealed that the political plan of the 
PNV [Basque Nationalist Party] questions the Constitution 
and the unity of Spain. He warned that the solution of the 
Basque problems is no longer through the PNV and that only 
an increase in socialist votes will impose "what common 
sense advises": a PNV-PSOE [Spanish Socialist Workers 
Party] pact. A few hours later, in the armored car that 
quickly returned him to Madrid early in the morning, Bene- 
gas held a long talk with a special correspondent from 
DIARIO 16 in which he discussed the thorny topic of a 
"dirty war." 


[Question] In your introductory speech as a candidate for lendakari, you is- 
sued one of the harshest accusations that could be made against the PNV: 
that its political plan questions the Constitution and the unity of Spain. 


[Answer] I helieve that this is true. They did not accept the Constitution; 
in the constitutional referendum they openly campaigned against the Constitu- 
tion. Later we succeeded in having the PNV progressively accept the Consti- 
tution but there has never been a clear and forceful statement of complete 
acceptance of the Constitution. Secondly, there has never been a defined 
statement by the PNV accepting the unity of Spain. 


[Question] You have recognized that "common sense and the magnitude of the 
problems" advise a PNV-PSOE pact. What made you change your mind about re- 
nouncing the PNV and having the PSOE go it alone? 


[Answer] Throughout the transition and in view of the very serious problems 
of the Basque Country, I have always asked for compromise between the two 
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major parties for the development of the statute, for peace and against the 
ETA [Basque Fatherland and Liberty Group] and for economic revitalization. 
This has been systematically rejected. 


In 1979 we thought that the solution of the problems of Euskadi had to go 
through the PNV. I believe that this is no longer true. The problems con- 
tinue to worsen. We have had 3 years of PNV government and the problems have 
gone downhill. 


I am not saying that we shouldn't always try to have the PNV along but, in 
view of the situation, I believe the real solution to the problems in the 
Basque Country today must be through the PSOE. 


I also want to say that when a society is living the types of problems that 
the Basque Country has, agreements between the majority parties are necessary 
and desirable. 


Strength 


[Question] What can pressure the PNV to form a pact with the PSOE since its 
confrontations with the central government are one of the most profitable as- 
pects of its strategy? The strength of votes? Or is political negotiation 
still possible? 


[Answer] Based on experience, only the strength of votes. Therefore, I be- 
lieve that the majority support for the Socialist Party is the key to solving 
the problems in the Basque Country at this time. 


[Question] Do you believe that agreement among the forces that reject terror- 
ism is enough to pacify Euskadi and, therefore, it is not necessary to deal 
with Herri Batasuna? 


[Answer] I believe that in the fight against terrorism, in addition to the 
constitutional measures that Parliament and the Ministry of the Interior will 
adopt, it is fundamental that the Basque Government itself make it clear that 
there is a dividing line: on one side are those who defend democracy and le- 
gality and on the other are the ETA and those who defend violence. There is 
already open and total confrontation. 


Therefore, it also seems fundamental to me to do what common sense dictates: 
reach an agreement between the Basque Government and the democratic forces 
to fight against terrorism. It is also necessary to reach an agreement on 
this between the Basque Government and the central government. 


It is necessary to make it clear that there is nothing to negotiate with the 
terrorists or with those who defend similar political statements like those 
included in the KAS [Patriotic Socialist Coordination] alternative. They are 
the ones who defend the terrorists. 
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Defeated 


There is one basic thing against terrorism and that is the state's determina- 
tion to succeed. That determination begins with the fact that the terrorist 
organization knows that all its political demands have already failed and 

that the KAS alternative is never going to be accepted. There is not going to 
be any negotiation with the ETA. There is not going to be an amnesty. Ter- 
rorists sentenced to a certain punishment will finish serving their sentences. 
Nothing is going to be ceded. Therefore, they can continue attacking the 
state with their violent actions but they must know that they have already 
been defeated through their political "alternative." 


The possibility that those political demands could prosper through negotia- 
tion, through peace tables and other formulas can no longer be encouraged, 
even indirectly. 


[Question] In other words, from your point of view, it is unfeasible to revive 
that failed peace table initiative. 


[Answer] The only thing we are willing to discuss is how and where the ter- 
rorists will lay down their weapons. 


[Question] Herri Batasuna has just insinuated that it could make revelations 
that would embarrass the government. Could it perhaps remind the PSOE of its 
failure to carry out some commitment it made before the elections to initiate 
negotiations after 28 October? 


[Answer] Absolutely not. As far as I know, the PSOE never made any type of 
commitment to Herri Batasuna or any terrorist organization. On the contrary, 
in the last days of the electoral campaign, the ETA political-military and 
Herri Batasuna offered to negotiate but, as far as I know, there was no com- 
mitment to negotiate. 


Denunciation 


[Question] You have said that one of your objectives, if you become lendakari, 
is to end the “revolutionary tax." What type of election promise would this 
be? Is the protection of all whom you ask to denounce extortion to the author- 
ities materially feasible? 


[Answer] That is a very difficult topic because it is the typical case of in- 
dividualized terrorism. I believe it is necessary to begin by creating a 
widespread awareness that anyone who pays the "revolutionary tax" cannot rest 
easy because, with that money, they are going to kill another person. 


It is necessary to get the people to clearly tell the autonomous institutions 
about the blackmail they are subjected to. It is necessary to learn how the 
democratic political forces and the Basque Government can protect those who 
are victims of extortion. Finally, we will eventually have to denounce those 
who pay the "revolutionary tax." 
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[Question] Do you think the time has come to pursue ETA to its refuges in 
southern France? 


[Answer] The peculiarity of Spanish terrorism is that its top leaders live on 
the other side of the Spanish border and practically never enter Spain. This 
means that when we ask for more effectiveness from the state security forces, 
we must be aware that their effectiveness is limited because our security 
forces cannot arrest or destroy the nucleus of the terrorist organization. 
With terrorism, as long as the leadership cell is not destroyed, the organi- 
zation is not destroyed. One example is in Italy. With the arrest of the 
head of the Rome column of the Red Brigade, the entire column fell. 


"Dirty War" 


We have a problem of international struggle against terrorism, not only in 
reference to France but other countries. I favor exnausting all forms of 
negotiation and pressure with the French Government so that southern France 
is no longer an ETA sanctuary. It is necessary to insist on this, not give 
up. If it is not achieved, Spanish intelligence services must act in France, 
always with respect for legality and the Constitution. 


It must be clear here that the only "dirty war" is the ETA's. It cannot show 
now that the ETA war is "clean" and the possible obstacles of the state se- 
curity forces are the "dirty war." It is necessary to loudly reject this. 
The only "dirty war" here against people, against the democratic state, 
against Basque autonomy, against the coexistence of our people, is the ETA's 
war. In the fight against terrorism and against the ETA, I will always be 

at the side of the state security forces and against the ETA. 


[Question] If you were elected president of the Basque Government, would you 

be willing to use all the means within your reach, including persons outside 

the security forces and unusual methods, to achieve effectiveness against the 
terrorists and neutralization of the ETA leaders? 


[Answer] No, I advocate the use of the constitutional methods of the democra- 
tic state and law to end terrorism. Even if I thought the opposite, I would 
never say it. 


Extradition 


[Question] Don't you have the impression that the French police themselves 
will not tolerate Spanish police operations that might be a threat to the 
terrorists hiding in their country? 


[Answer] We will see. I initially advocate that we succeed in southern 
France because the French Government will make the firm decision to collabor- 
ate much more than now with the Spanish Government, not only by increasing 
police information as it has done but by agreeing to the extraditions that the 
government requests. It must not treat those who practice terrorism against 
the democratic state as political refugees and protect the terrorists who 
live in southern France. 
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These are our demands and we are going to defend them through political and 
diplomatic channels. The French Socialist Party must know that if it does 
not agree to strict collaboration in solidarity and continues its positions 
against solidarity, it will run the risk that the Spanish police will have to 
use their own intelligence services there. 


[Question] Are you going to focus your campaign on the denunciation of the ir- 
regularities or deficiencies in the PNV administration? 


[Answer] I do not want to base my statements on an attack against the PNV or 
increase confrontation or aggression in the Basque Country. I am not going 

to base my program on what others are doing wrong but on what I would do if 

I could govern Euskadi. 


Optional Euskera 


I am not going to campaign based on the criticism of others who will also have 
to campaign. There are very criticizable aspects of the administration of the 
Basque Government. I have not made statements of confrontation; they are not 
totally different or contrary to the current policy of the Basque Government. 


[Question] Would you use the Basque autonomous police in the fight against 
terrorism? 


[Answer] I would use them in coordination with the state security forces, 
without any question. 


[Question] Would you say that the present Basque Government governs for its 
followers? 


[Answer] The Basque Government has not been up to par in a situation like the 
Basque Country's. It has made mistakes in political orientation. It has not 
realized or has not wanted to admit that the enemy does not lie outside the 
Basque Country. Until now, its policy has been one of confrontation with 
what it calls Madrid, without realizing that the Basque problems require an 
understanding with the central government in all areas. 


[Question] How do you plan to make the additional effort required to protect 
Euskera and, at the same time, not increase its obligatory knowledge? 


[Answer] I have said that it is necessary to carry out the principle contained 
in the statute that no one be discriminated against because of language. I 
advocate optional bilingualism, that the people learn Euskera through convic- 
tion, through love for a historic language of the Basque Country. I believe 
that experiments in imposing languages have failed as in Ireland. 


I agree that Euskera can be taught regularly in the schools in the Basque 
Country.... 


[Question] Does regularly mean obligatory or optional? 
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[Answer] I think that teaching Euskera--not teaching in Euskera, note--should 
be done in the schools but basically it must be an option of the parents and 
the students. 


The basic problem, it seems to me, is that there can be discrimination in ac- 
cess to jobs. 


If I Were President 


The Spanish flag and the ikurrina will wave over Ajuria Enea (seat of the 
Basque Government). 


In 6 months, I will resolve all the pending questions of statutory development 
with the national government. 


I will encourage a great agreement of all the forces that reject violence to 
fight together against terrorism. 


I will ask that the letters demanding a "revolutionary tax" be presented to 
the authorities. 


No one will monopolize the Basque; no one will impose his identification 
traits. 


The fight against unemployment and for the economic reconstruction of Euskadi 
will receive priority. 


There will be an economic plan drawn up with Basque businessmen and workers 
and with the central government. 


The Basque Government will not be known for its confrontation with the central 
government but for its integration in democratic Spain. 
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POLITICAL SPAIN 


PCE'S IGLESIAS DELIVERS POLICY POSITION ADDRESS 
Madrid MUNDO OBRERO in Spanish 4-10 Nov 83 pp 5-6 


[Text] Gerardo Iglesias gave a speech in the private rooms 
of Club Siglo XXI entitled "An alternative for progress 
for Spain." He established the communists’ position on 
major current political and social topics. The day before 
he had referred to the "recovery and renovation of the PCE" 
[Spanish Communist Party] in another well-attended speech 
given at the Central Committee headquarters. It was fol- 
lowed by a debate-discussion which was characterized by 
its broad scope in time and in topics, especially concern- 
ing internal situations. Below we offer a general summary 
of the first speech mentioned. 


After expressing gratitude for Juan Cueto's words of introduction, Gerardo 
Iglesias called the Spanish situation a time of possibilities for change and 
progress which began on 28 October and a time of resistance toward making 
those possibilities reality. He stated his party's resolute determination to 
keep that expressed desire for change from becoming a frustration for the ma- 
jority of the Spaniards. 


He pointed out that the communist electoral defeat was still encouraging be- 
cause the party's options for guaranteed freedom and progress for which the 
communists have fought and continue fighting were widely accepted. He re- 
ferred to the resulting bipartisanism of those elections as the main obstacle 
to the impetus for change. He placed the recovery of the PCE within this 
framework aS an objective need of the Spanish left "to keep the prospects for 
change and transformation from dissipating and being weakened" in a situation 
dominated by resistance toward mobilizing the sectors on which every prospect 
for change must be based. This need would be fulfilled through modification 
of the Spanish political panorama to benefit the consolidation of democracy 
and a policy of progress and peace. 


The international situation monopolized the first part of his speech. Gerardo 
Iglesias stressed the close ties between it and national problems. He called 
the armed invasion of Grenada by U.S. Marines "brutal aggression that dates 
back to the world of the gunboat policy." He expressed his "complete solid- 
arity with the people of Grenada and with the peoples of Nicaragua and Cuba 
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Since this invasion represents a direct threat to them." He called the inva- 
sion a warning of the dangers that lurk for world peace and the peoples who 
fight for their freedom unless the dynamics of blocs and confrontation--which 
impedes every initiative toward freedom--is stopped. 


The recent European mobilizations for peace and disarmament, including the 
Spanish ones, were mentioned when referring to the danger of nuclear war and 
the complete destruction of the planet. He denounced Reagan's intransigence 
and his attempt to go back to the 1950's and continue armed intervention in 
Central America, Lebanon and other points of the world as a decisive factor 

in recent tensions. He continued: "That is the basis of my firm opposition 
to the installation of the misnamed Euromissiles which would represent Europe's 
firm alignment and growing subordination to U.S. interests and those of the 
multinational companies. Consequently, it is logical that many people do not 
understand the reason for this /understanding/ [in italics] that the president 
of the government, Felipe Gonzalez, has repeatedly demonstrated." 


After referring to the different types of political and social forces that op- 
pose the installation of Euromissiles in Europe, he advocated freezing nuclear 
arsenals, dismantling and destroying the missiles of the Warsaw Pact and NATO 
and progressively and simultaneously reducing the nuclear and conventional 
power Of both military blocs. 


He indicated that worldwide expenditures for armaments equal the foreign debt 
of the underdeveloped countries. They represented 8 percent in 1970 and are 
now 16 percent. He supported a change in international economic relations 
from relations based on looting and profit to relations based on the distribu- 
tion and planning of resources "so that the strengthening of industrialized 
countries is done in harmony with the global growth of the underdeveloped 
countries." He later mentioned those who try to link Spain's continuation in 
NATO with its admission in the EEC. He demanded that the government hold a 
referendum on Spain's continuation in this bloc, recalling that this would 
only reveal what the majority had voted for on 28 October. 


On this subject, he began by saying: "The government's economic policy quan- 
tified in the General Budgets for 1984 is the other great contradiction in 

the election campaign of the PSOE [Spanish Socialist Workers Party]. The gov- 
ernment has opted for a difficult liberal economic policy that moves further 
away not only from a policy of solidarity against unemployment but from its 
own election promises." He stated that the increase in private profit does 
not guarantee investment and the creation of jobs since wage cuts negatively 
influence investment since they mean a drop in domestic consumption. In ad- 
dition to "transforming the sick structures of our productive system," he 
asked for: the strengthening of the public sector accompanied by fiscal re- 
form to reduce the deficit; sectorial planning especially for priority sectors 
for development and participation in foreign markets; reindustrialization of 
the country through the design of new productive sectors that permit the ab- 
sorption of employees laid off from other sectors; and, lastly, Social Secur- 
ity reform to achieve better benefits. 


In reference to the transformation of the centralist state, the PCE secretary 
general revealed that the government is gradually accepting the inherited 
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Situation and refusing to adopt reforms. He tied this topic to the terrorist 
escalation, stating that his party would study the penal and police measures 
announced by the government. The situation requires political decisions, in- 
cluding a constructive dialogue with the PNV [Basque Nationalist Party] and 
the development of the Guernica Statute. "It is necessary to mobilize the 
Basque society in the fight for peace and resist any temptation to resort to 
a so-called ‘dirty war.'" After announcing that his party would support the 
most progressive aspects of the LODE [expansion unknown], he expressed the 
people's desire for change in the following points: unrestricted autonomous 
development based on the outcome of the LOAPA [Organic Law for the Harmoniza- 
tion of the Autonomous Process] and the refusal to violate the legislative 
jurisdiction of the autonomous communities; and the strengthening of munici- 
pal life. He revealed he was against the bill for the Local Government Law 
and for the modernization of the armed forces, guaranteeing the supremacy of 
Civilian power and unification of the state security forces and corps. He 
was also for: adaptation of the Civil Guard to the Constitution and its de- 
militarization; in-depth modification of the public administration, guarantee- 
ing its efficiency; and amendment of the Electoral Law which insures greater 
representativeness in the houses. He continued that democratization of the 
country must run parallel to the protection and development of civil rights 
and public freedoms, referring to freedom of expression and news pluralism 

as "the correct combination for democratization of society." 





At another point in his speech, Gerardo Iglesias spoke about the greater ef- 
fect of the crisis on the youth. He said that half of the unemployed Span- 
iards are under 21 and the ratio is increasing. He said: "Unemployment 
among youths does not just mean unemployment. It generates instability and 
alienation, dims their prospects of individual achievement, blocks a concrete 
outlet for expressing their personality...in education, on the cultural plane 
and in the family--that is, a crisis of values. What do we do, what does 

the /adult society/ [in italics] do, what do the institutions do to confront 
this situation? They usually condemn--often hypocritically--some of the most 
immediate effects like increased drug usage, juvenile delinquency, etc. How- 
ever, no one is aware of the basis of the problem: it is the Spain of the 
future that feels alienated." 


Then he stated that its ability to be involved in national politics is deci- 
Sive for the recovery of his party. He continued: "The PCE will not make 
concessions to demagoguery or to sterile radicalism. However, let no one say 
he was deceived. We are not nor will we be supported by any bias of opportu- 
nism or concession. We will act based on our nature as a Marxist party with 
our desire to contribute to the development of a true left in our country.... 
I want to reaffirm our Eurocommunist strategy as we have conceived it for 
many years in accord with the social practice we are developing. I also want 
to categorically deny that this reaffirmation means relinquishing any of our 
unrenounceable identifying traits. On the contrary, I state and we state 
that these continue to constitute the most conscious and lucid way of being 
communists in the society that we live in during this last part of the 20th 
century." 
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POLITICAL SWEDEN 


PIERRE SCHORI CRITICIZES RIGHTS VIOLATIONS IN EAST 
Stockholm DAGENS NYHETER in Swedish 16 Oct 83 p 2 


[Text] "The international peace movement needs to 

be a freedom movement. Working for peace needs to 

go hand in hand with working for freedom. We know 
that dictatorships are a threat against inner peace 
as well as external peace. We have numerous 

examples of this, both in Central America and in the 
Middle East," said Cabinet Secretary Pierre Schori at 
a peace conference at Kungalov on Saturday. 


"One example of a threat to inner peace is the decision of the Polish 
Government to prosecute six members of KOR and Solidarity for revolutionary 
activities. 


"That is not exactly in keeping with that government's own promises of 
dialogue and reconciliation." 


Pierre Schori also spoke of how important it is that different organizations 
participate in the international peace movement. 


"We have seen that the Soviet Union and the U.S. are sensitive to international 
opinion. It has happened many times that disarmament negotiators in Geneva 

did not present their proposals at the negotiation table without presenting 
them for international opinion first. 


"This shows that we ought to have some consideration for the international 
peace movement.” 


Pierre Schori reminded his audience of the attitude of the Swedish Government 
towards the disarmament negotiations in Geneva. 


No to Nuclear Weapons 


"Sweden does not want any new NATO nuclear weapons to be deployed. We do not 
want the American Pershing II missiles to be deployed. 
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"We also want a substantial reduction in the missile systems currently in 
existence, for example, the Russian SS-20's. 


"But that is not enough. We must also have balanced cutbacks in conventional 
military forces." 
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POLITICAL SWEDEN 


PAPER VIEWS RELATIONS WITH USSR, SECURITY POLICY 
Stockholm SVENSKA DAGBLADET in Swedish 16 Oct 83 p 2 
[Editorial: "Our East Policy"] 


[Text] The foreign policy minuet goes on. Someone has even gone so far as 
to compare Olof Palme's and Lennart Bodstrom's full travel schedule with 
"curtsey and turn around." We find ourselves wondering if Sweden's inter- 
ests wouldn't be best met if the two gentlemen were to remember the custom 
that usually goes under the name of "sitting this one out." 


They would use a rest period of this kind, we would hope, to reflect on 

the foreign policy and security issues affecting the common man in our nation. 
The most important of these issues--which also falls into the category of 
maintaining our peace and freedom--is our "East Policy", and our ability to 
deter the speculations of others that we are incapable of maintaining the 

kind of alliance-free policy which has as its goal neutrality in war. 


One of the first of the assumptions of this kind is that our security policy 
has radically changed--not only as a result of the Soviet Union's unparalleled 
violation of Swedish marine territory, but also as a result of, for example, 
NATO's attempts to move the early warning line in the ocean between Great 
Britain and Iceland further east. 


Of course, just talking about the motivations for the Soviet submarines' 
indiscreet interest is not enough for Sweden. We also have to gather our- 
selves together and take a position which recognizes reality, so that we 

can act accordingly from now on. It is, so to speak, a two-fold task. We 
must act so that speculations in the world around us regarding changes in 
our policies die down. It is a task of diplomacy, but not only that, since 
our credibility is closely bound up with the ability of our defense program 
to fulfill the tasks which the people, as represented by the Riksdag, assign 
to it. 


The other day ILTA-SANOMAT in Helsinki asked if the Soviet Union can have 

any other goal than a kind of friendship and assistance agreement with Sweden. 
It was not too long ago that this kind of suggestion would have been unthink- 
able. In HUFVUDSTADBLADET, the well-known commentator Jan-Magnus Jannsson 
notes that Swedish neutrality has run into pressure from both sides. Jansson 
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adds: "But we can hardly deny that the Soviet Union in some way wants to 
indicate a dissatisfaction with Swedish neutrality policy which it has not 
Shown previously, and also wants to influence, if not the substance of that 
policy, then its practical effect, in any case." 


As regards foreign policy, the Palme government seems mostly to be busy with 
a new initiative to follow the near-fiasco over a nuclear-weapon-free corri- 
dor in Central Europe. Not long ago, as is well known, SVENSKA DAGBLADET's 
news sections were rendering an account of the result of the first sounding 
out of the idea, which was so extraordinarily devastating for our government. 
Only a handful of nations gave their full support. 


In its reply, the Soviet Union noted that Swedish initiatives like the Nordic 
zone and the Central European corridor definitely (!) fall within the juris- 
diction of Soviet foreign policy. This formulation is treacherous, to say 

the least, and is far more serious than polite and banal phrases. Is it 
purely a product of Moscow's attempts to pull the Palme government's foreign 
policy into the Russian sphere? In that case, the unprovoked suspicion arises 
that what we are talking about here is an extension of the submarine ideology 
which was supposed to demonstrate for us that Sweden is part of the Baltic 
Sea, which should be thought of as a kind of Soviet "Mare Nostrum." 


The Palme government will be releasing an analysis in a few days covering 
their proposal for the corridor issue. It will not be made easier by the 
fact that the government finds itself in the undesirable role of the reject- 
ed suitor. This role brings with it the risk that one wants to ask a 

second time. 


According to reports, the government's analysis criticizes the replies from 
the NATO nations in reaction to the Swedish corridor proposal. Let us hope 
that these reports are exaggerated. Moscow, after all, has already rejected 
our policies, referring to zones and corridors which fall under the Kremlin's 
own jurisdiction. Every additional prejudiced criticism would be spontane- 
ously taken by the Soviet Union to mean that its policy vis-a-vis Sweden-- 

im HUFVUDSTADBLADET's words, its "war of nerves'--is beginning to succeed. 
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POLITICAL SWEDEN 


BRIEFS 


INCREASED TECHNICAL AID TO CUBA--Sweden and Cuba will initiate more in- 
tensive technical cooperation. But there are no plans to tear up the 1976 
Riksdag decision to phase out regular aid to Cuba. So said G)sta Edgren, 
undersecretary in the Foreign Ministry, after talks with the Cuban dele- 
gation under Vice President Carlos Rafael Rodriguez which is visiting 
Sweden at this time. Aid to Cuba amounts to around 10 million kronor a 
year at this time. By intensifying technical cooperation the idea is that 
Sweden will help Cuba with sugar production equipment and medical equip- 
ment. Sweden will also assist with studies by consultants. The official 
explanation for ending regular aid was that Cuba has become too wealthy. 
During his visit to Sweden, Vice President Rodriguez revealed some disap- 
pointment over the Swedish decision. "We are being punished because we 
did too well for ourselves. We use the aid for the development of our 
country just as the country providing the aid intended," Rodriguez said 
at yesterday's press conference. [Text] [Stockholm SVENSKA DAGBLADET in 
Swedish 29 Oct 83 p 6] 6578 
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35 








MILITARY GREECE 


DEFENSE MINISTER ON IMPROVED MILITARY LIVING CONDITIONS 
Athens TA NEA in Greek 18 Oct 83 p l 


[Text] The investigation by the Defense Ministry on the suicides of soldiers 
has been completed. 


Deputy minister of Defense, Mr. A. Drosogiannis declared in response to a special 
querry by "New Democracy" deputy, Mr. K. Paparrigopoulos, that the findings of 
the Special Psychiatric Commission are being studied by the Ministry, while 
measures have been taken to improve the living conditions of the soldiers. 


More specifically, the deputy minister added, these measures include: 


All situations for the reduction in length of service for family reasons have 
been taken care of by ministerial decree; 


Long-term furloughs have been doubled; 
A subsidy to married soldiers was granted; 
Civilian attire is allowed off duty outside the camp; 


Living, nutritional and recreational (KPsM [Military Recreation Centers]), and 
lodging conditions, etc. have been improved; 


Special handling of problem soldiers by the units' commands is taking place 
(interviews, personal contacts, solution of their problems to the extent possible, 
etc.). 


The suicides, in general, as explained by Mr. Drosogiannis, are a social problem 
that extends into the Armed Forces. 


The same problem, the deputy minister continued, and for the same reasons, exists 
in foreign armies as well, with higher suicide rates than in the Greek military. 


The problem, Mr. Drosogiannis concludes, is how to limit this phenomenon, if we 
cannot eradicate it. The life of even the lowest ranking soldier is of serious 
concern to the government. 
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MILITARY SPAIN 


AP, GP TAKE ISSUE WITH JUJEM REFORM PACKAGE 
Madrid ABC in Spanish 8 Nov 83 p 24 


[Text] "JUJEM [Council of Chiefs of Staff] should draw up 
the military policy, not the minister of defense who is a 
civilian," according to Jorge Verstrynge. He issued some 
Statements to EUROPA PRESS criticizing the bill for the 
Organic National Defense Law. 


According to the secretary general of AP [Popular Alliance] and spokesman for 
his group on the Congressional Defense Committee, JUJEM must continue as the 
top professional organ in the military chain of command. "It does not seem 
timely or correct to make the minister of defense head of this chain since 
his function should be administrative. The purely military aspects should 
remain in the hands of the chiefs of staff of the armies who are military 
professionals. This does not detract from the guidelines on major objectives 
that should originate in the government with either the president or the min- 
ister of defense." 


Verstrynge said that, with this bill, the government is trying "to politicize 
the armed forces for its benefit." This is creating "great discontent in the 
army not only because of the text of the bill but because of its urgent 
enactment." 


Minister Should Not Supervise 


He feels it is "illogical and counterproductive" that Article 10 of the bill 
empowers the minister of defense to supervise the training and operational 
efficiency of the armed forces "Since he does not have professional training 
for this supervision and, in any case, would have to do it under the guide- 
lines of its general staff. This presents the anomaly that if the minister 

of defense did not belong to the army, the chiefs of staff would be supervised 
by subordinate personnel in their own armies." 


Verstrynge added that, for this reason, his group feels that this supervisory 
power "is contrary to proper military discipline, affects the efficiency of 
the armed forces and is, finally, a professional insult to the chiefs of 
staff of the armies." 
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Promotion Policy 


Point 4 of this article gives the minister control over the personnel policy 
of the army and military education. The Popular Group spokesman on the Con- 
gressional Defense Committee revealed that this is considered "extremely ser- 
ious" since it takes the right to make promotions to the rank of colonel away 
from the chiefs of staff and the right to propose promotions away from the 
Superior councils, the current system. He added: "Supervision of military 
education would also be unacceptable." 


Jorge Verstrynge also lamented that Parliament is not consulted on decisions 
about territorial divisions that, according to Article 32 of the bill, apper- 
tain to the government at the proposal of the minister of defense. "It does 
not seem politically acceptable that Parliament is not consulted on decisions 
of great regional importance like the demarcation of military regions, mari- 
time and air zones or the establishment of company headquarters." 


Many Amendments 


The Popular Group prepared a large number of amendments that include, in addi- 
tion to those cited by the AP secretary general, Article 8 to delete the 
phrase ("the president of the government") will exercise his authority to com- 
mand which, according to Verstrynge, "seems unnecessary and can be a problem 
for the members of the armed forces." In the same article, the Popular Group 
feels that the government, not the president, should determine the amount of 
expenditures. As to the general distribution of forces in peacetime, the de- 
cision of the government "has to be at the proposal of the National Defense 
Council." 


As to Article 11 which refers to the possibility that the government, during 
wartime or under state of siege, can appoint the minister of defense commander 
in chief of the armed forces, the Popular Group feels that this is not right 
"since it does not seem compatible with the figure of His Majesty the King 

as supreme chief of the armed forces." It proposed other names like chief 

of the theater of operations or chief of operations. 


According to the amendments of the Popular Group, the law would remain as 
follows: the government would establish the defense policy and the strategic 
plan drawn up by JUJEM and proposed by the National Defense Council. The 
president would coordinate government action in the development of the de- 
fense policy and would exercise general direction of war with the minister 
carrying out the military policy and those functions that the president dele- 
gates to him. 
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MILITARY SPAIN 


CRISEX-83 REVEALS OBSOLESCENCE OF SPANISH EQUIPMENT 
Madrid DIARIO 16 in Spanish 7 Nov 83 p 7 


[Article by Enrique Montanchez: "Defense of Spain Impossible with World 
War II Materiel" ] 


[Text] Madrid--The rapid deployment units in southern Spain 
could not successfully repel an attack by a hypothetical 
enemy Since the majority of their materiel is obsolete, ac- 
cording to reliable information DIARIO 16 obtained from mi- 
litary sources. 


The joint Spanish-U.S. Crisex-83 maneuvers taking place in western Andalucia 
and the Gulf of Cadiz since 31 October--and ending on 8 November--have re- 
vealed serious problems since there has been a high percentage of breakdowns 
in the materiel which has outlived its "operational life." 


Also the lack of a protective umbrella constituted by short-range missiles, 
nonexistent in the Spanish Army, means that the only land unit for rapid de- 
ployment in the southern part of the peninsula--the Guzman el Bueno No. 2 
mechanized division--would be turned into scrap iron during the first hours 
of conflict, according to sources who do not consider themselves pessimistic. 


"To avoid the destruction of a good part of the division through loss of 
overational capacity, we would have to have underground shelters for the ar- 
mored vehicles and air superiority to hinder enemy action." Officers as- 
Signed to this division which has participated in the Crisex maneuvers told 
DIARIO 16 this. 


"The shelters do not exist and air superiority has diminished since the F-18A 
of the FACA [expansion unknown] are not operational. Also ammunition reserves 
would not sustain a conflict of more than a week," these sources added. 


However, the greatest problems lie in the TEAR [Navy Infantry]. This became 
obvious in the amphibious landing on Castilla beach near Huelva last 
2 November. 


In the opinion of the observers, the amphibious operation revealed that, with 
present means, Spain does not have a landing force capable of insuring 
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sovereignty over island territories--the Canary and Balearic Islands--during 
a crisis. This was the philosophy that led to the creation of the TEAR in 
1957 when the marines were assigned the landing force mission. 


Attaches 


About 20 military attaches from NATO and Arab countries watched the amphibious 
landing on Castilla beach, invited by the Crisex commands. They were disap- 
pointed by the painful sight of the materiel that reached the beach. LCT 
landing vessels with more than 20 years' service approached slowly "because 
the motors burn," a TEAR officer explained to this newspaper. The launches 
Showed many signs of rust. Of the six that arrived in two waves, three broke 
their cables for raising and lowering the ramps to unload men and materiel. 


Meanwhile, the attack transports "Castilla" and "Aragon," supply ships for the 
launches, remained a few miles from the beach. They were part of the U.S. 
fleet during World War II, were transferred to Spain by Spanish-U.S. agreements 
and purchased in the 1960's. 


Amphibious 


All the amphibious group, with a displacement of 70,000 tons, has seen more 
than 20 years of service. This is considered the maximum operational life of 
military materiel. Navy officers told DIARIO 16 that expenditures to keep 
these units afloat used up budget allocations. They could only go out on ma- 
neuvers twice a year although it is normal for rapid deployment units to spend 
the same amount of time on maneuvers as at the base, 6 months at sea and 6 
months in San Fernando (Cadiz). 


With these means, it is not surprising that the landing and the waiting force 
immobilized a few miles from the beach were the same as 25 years ago when mis- 
sile systems did not exist. "To plan an amphibious landing like the Castilla 
beach one today, even with relative air superiority, can be suicidal against 
missiles," according to a member of the Joint Staff of the Crisex maneuvers. 


Modern philosophy tends toward landing forces transported by helicopter from 

ships that are in high seas protected by antimissile ships and completed with 
"over craft" launches that glide over the surface of the sea on air cushions 

and land quickly at night on enemy beaches. 


"In the modern doctrine of amphibious landings, the materiel is never immobi- 
lized until after the beachhead has been consolidated," indicated the TEAR 
officers. 


The Navy officers agreed that these weapons systems are expensive and Spain 
cannot have them. The politicians ask if a landing force can be maintained 
that does not have operational capacity. Ina time of crisis, it would be an 
easy target. 
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Price 


To questions of whether the TEAR, with its present structure, can confront a 
threat from northern Africa, Spain's only hypothetical regional enemy, a TEAR 
commander told DIARIO 16 that the military capacity of northern African coun- 
tries cannot be underestimated. They already have missile systems on launches 
that could cause serious problems for the TEAR. That officer suggested: "Any- 
way, the best thing is to have a framework of economic relations with these 
countries that keep us out of a hypothetical confrontation." 


The Ministry of Defense will learn in a few weeks the "critical opinion" of 
the Crisex manuevers drawn up at the end by the Joint Spanish-U.S. General 
Staff under the command of Lt Gen Gregorio Martin Olmedo. 


To observers, this will be the time to reformulate outdated concepts based on 
the military reform undertaken by Minister of Defense Narcis Serra. Redefi- 
nition of the PEC [Joint Strategic Plan] and the strength objective in it, 
axes on which national defense is constructed, will signal the beginning of 
modern armed forces that have the necessary materiel for the role assigned to 
them. 
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MILITARY SWEDEN 


DEFENSE MATERIEL AGENCY CHIEF ATTACKS INTER-SERVICE RIVALRY 
Stockholm SVENSKA DAGBLADET in Swedish 31 Oct 83 p 6 
[Article by Erik Liden] 


[Text] "The branches of the armed forces must learn how to work together 
and make uniform economic plans. This is especially true of the current 
sensitive question of liquidity. The high exchange rate of the dollar is 
unfortunate for planning." 


These remarks were made by general director Carl-Olof Ternryd, who has 
been head of the Defense Materiel Agency, FMV, for about a year. He came 
to FMV from the Highway Agency where he ended up as general director. 


Ternryd is the first FMV chief with an entirely civilian background, which 
he himself feels was very important in the reorganization he has started 
at FMV. 


"IT stress positive leadership with openness in relations and a determina- 
tion to solve even difficult problems. My experience from the Highway 
Agency was valuable and opened many doors in a difficult but stimulating 
job." 


Leaders Being Tested 


Ternryd is trying to look at things positively in a tight economic situa- 
tion for the armed forces: 


"It is meaningless to talk about what we will not get for the money appro- 
priated by the state. Imstead we should talk about what the money will 
buy and how to adjust our resources. Many leaders have forgotten this 
today. Business planning that includes clear priorities is also neces- 
sary." 


Ternryd personaliy tests all leaders being considered for higher positions 
and talked cf the requirements he and FMV set for these posts: 
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"If the person in question cannot meet these requirements wholeheartedly 
I advise him or her not to take the job even if the otner qualifications 
are in order. Even after hiring someone, I check from time to time to 
see if leaders are living up to the demands I set." 


Cooperation Necessary 


Ternryd has administered the missiles and electronics sections, newto the 
defense branches, which many thought would be impossible to solve when 
they were introduced last year: 


"Cooperation is very necessary in hard times and we do not have the time 
or the room for inter-service disputes. FMV also makes big demands today 
on planning by the defense branches. They cannot just come up with addi- 
tional materiel plans unless something else is cut. I have been forced 
to point this out several times." 


Ternryd is worried about the poor finances of the defense system but he 

did not want to comment on the situation for the air force at this time. 
He is very dubious about the decision to eliminate indexing also for de- 
fense. This involves a maximum of 4 percent next year to compensate for 
inflation. 


"It seems wrong to reduce public production. That will only produce a 
marginal amount of money. The large amounts of money can be found in 
transfer payments such as health insurance benefits and pensions.” 


Among the big materiel projects, Ternryd is very satisfied with the JAS/ 
Gripen [fighter-bomber-reconnaissance plane] project which he regards as 
a correct political decision that will increase Sweden's reputation in 
other countries. 


"Even if I was not around when the airplane decision was made, I would 
back it 100 percent. We need technical aviation competence in this coun- 
try and this enables us to make valuable business contacts with foreign 
industries." 


When it comes to new military vehicles and tanks for the army, Ternryd is 
a little more cautious: 


"There is a lot of enthusiasm about new technical ideas and projects, but 
in the final analysis many technical solutions are inadequate, too expen- 
sive or too complicated." 


Ternryd referred to the controversial light tank, the XX-20, which is now 
being removed from the army's list for the future. Investments will prob- 
ably be made in such things as a conventional armored vehicle with a 12-cm 


gun. 
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Ternryd also wants greater scope for FMV and less detailed decisions by 
the Defense Ministry, which would also call for ministry people asking 
fewer questions than they do now when problems arise. 


"The Highway Agency, which came under the Communications Ministry, had 
considerably more freedom than I have now." 
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MILITARY SWEDEN 


VOLUNTARY MILITARY AUXILIARY CORPS READY FOR ACTION 
Stockholm SVENSKA DAGBLADET in Swedish 1 Nov 83 p 12 
[Article by Omar Magnergard] 


[Text] This is the second article in a series 
that started on 27 October. 


When there is not enough money for training the volunteer air corps, par- 
ticipants arrange the exercises themselves. Each group usually does this 
several times a year. There are funds for exercises every other year. 


"Each one of us probably puts in 100 hours a year in the air corps," said 
Arne Nylen. "We do it out of idealism and interest in something we be- 
lieve in." 


Arne Nylen is a flight instructor and deputy corps chief of the Volunteer 
Air Auxiliary. A little known but very ambitious small organization that 
has only been around for 21 years--but that has been praised on many occa- 
sions. Both by civil defense and the total defense system. 


"It is true that some take a chance on extra flight hours," Arne Nylen 
conceded. "But the major driving force is still a desire to take a stand, 
to make a contribution to the best interests of one's country. People 

are incredibly positive toward defense." 


SVENSKA DAGBLADET presents a short survey here of the air auxiliary and 
the seven other volunteer auxiliaries in the defense organization. 


Some members sign the A contract, some the B contract--and others do not 
sign any contract at all. 


The A contract is a commitment to serve full time during mobilization and 
war. Those under the B contract are available for only a few days. 


The rules are different from one contract to another. 
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The auto transport corps, for example, will not accept new members unless 
they sign an agreement first. Other organizations pull out the contract 
papers after an initial basic course is completed. Others do it later on. 


In the motorcycle corps, young people are given help in getting their 
drivers' licenses. In the auto transport corps, a driver's license is an 
initial prerequisite. 


"We even have a waiting list, especially for training in driving the big 

tractor-trailer trucks," explained the chief of the National Auto Corps, 

Ann-Marie Andersson. "This course is very attractive, also from a civil- 
ian point of view." 


Common to all volunteer groups is a daily stipend of 20 kronor. Plus a 
daily premium of another 20 kronor for those with A or B contracts. Plus 
food, housing, free trips and, everyone stresses, friendly treatment. 


In step with the recent influx of people in the volunteer defense corps, 
units have cleaned up their old membership lists. Those who have not paid 
their dues--which can vary from 25 to around 100 kronor--have been ruth- 
lessly weeded out. 


"IT would venture to say that at least two-thirds of the members are now 
active in our work in one way or another," the chief of the national 
women's auxiliary, Christine Barke, emphasized. 


Volunteer Corps Serving in Wartime--Volunteer Air Auxiliary 
Volunteer Air Auxiliary, 967 members (+ 0 this year). 


Assignment: to conduct air reconnaissance of the damage to a city or a 
power station after an attack, to take radiac measurements, to assist in 
evacuations, to fly in blood plasma, etc. 


There are 30 organized air groups in all. They have at their disposal 
500 single-engine planes--"Sweden's biggest air force." The airplanes 
are owned today by firms, companies and private individuals. Half the 
members are pilots, the rest are mechanics or related technicians. 


Flight instructor Arne Nylen: "In Stockholm we have a 2-year waiting list 
to get into the air auxiliary. We have a small reserve of those who have 
already been trained. But in principle we do not accept more than enough 
to replace those who are retiring. 


"Training consists of a l-week technical course in the city of Revinge. 
This is followed by training courses in each county. Unfortunately we hold 
exercises only every other year. We would like to have them more often." 
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Driving Defense and Health Service Vehicles 


Women's Auto Auxiliary, 13,161 adults (+ 370 this year) and 562 young 
volunteers (+ 50). 


Assignment: training car drivers for the armed forces, the economic de- 
fense system and the wartime organization of the civilian health service. 
The young drivers are 16-18 years of age. Among other things they are 
taught how to deal with victims of traffic accidents. 


Retiring head of the National Auto Auxiliary Ann-Marie Andersson: ‘''There 
have never been as many of us as there are now. That is probably due to 
the fact that women are taking a more active position than they did before. 
Either they carry posters against something--or else they come to organi- 
zations like ours. We have 125 corps across the country. 


"Training varies from 121 hours (passenger cars) to 307 hours (heavy 
tractor-trailer trucks). Every fourth year there is a refresher course 
lasting 60 hours. 


"We cannot accept everyone who wants to be a driver. There is a waiting 
list in particular for the qualifying training for driving the tractor- 
trailer rigs." 


Keep Sweden Rolling in a War 
Volunteer Automobile Corps, 6,552 members (+ 550 this year). 


Assignment: keeping Sweden rolling even in wartime. Businesses must get 
their goods. People must have buses to take them around both in the 
cities and out in rural areas. 


Food products, gasoline and other items might need to be moved quickly from 
an exposed location to a more protected one. 


National corps chief Curt Hermansson: "Our members are almost without 
exception professional drivers. Either they are over 47 and are off the 
defense rolls or else they are conscientious objectors subject to conscrip- 
tion. In wartime they work for county governments and supplement the driv- 
ers in what is called the economic defense system. In wartime they are 
placed in trucking firms." 


The training occurs on a countywide basis on weekends. It ends with an 
exam and tests in driving, taking care of materiel, first aid and other 
things. 


Women Working for Staffs and the Supreme Command 


Sweden's Women's Auxiliary Corps, 55,240 (- 890). In addition there are 
12,000 young members from 7 [as published] to 25 years of age. 
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The reduction now after increasing membership for 2 years is believed to 
be due to a major cleanup in the rolls of the nation's 549 women's auxil- 
iary units. Everyone who did not pay the membership dues was removed from 
the rolls. 


Assignment: training women so that in wartime they can work for defense 
offices and staffs and with the food and support service, liaison, air 
defense and the supreme command--16 different specialties in all. 


National head of the Women's Auxiliary Corps Christine Barke: "From 20,000 
to 25,000 women volunteers are trained or given refresher training each 
year. 


"Many turn to us spontaneously. Women have become more aware--and also 
more curious about military defense. The possibility of becoming profes- 
sional officers themselves probably also plays a part." 


Girls are accepted after they become 16. The basic training takes 45 or 
126 hours. 


To Replace Farm Workers 


Blue Star, 5,522 members (- 171 this year). Almost all of them are women. 
An independent youth group has 5,197 members. 


Assignment: training people to work with animals for the economic defense 
system. In wartime these animal tenders would replace farmers who are 
called up. They milk cows, feed farm animals and sometimes also drive 
tractors. 


In the past, Blue Star was a typical horse organization. Girls stood in 
line to join up. As horses have disappeared from farms, interest has de- 
clined. It is not as attractive to look after cows and tractors. 


National head of Blue Star, Ulla Gundt: "We do have our courses filled, 
though. The training takes 2 weeks in the summertime at agricultural 
schools. All those under contract must take a 10-day refresher course 
every fourth year." 


The group accepts members as soon as they are 16 years old. In the youth 
organization, members are mainly taught how to care for pets. 


Signal Service Popular 


Volunteer Radio Organization, 5,850 (+ 650 this year). Around 500 of the 
members are women. 


Assignment: at the moment, the main task is to supply the home guard 


with skilled signalmen. The plan is to provide 1,500 signalmen by 1985. 
So far the home guard has received 1,100. The rest of the total defense 
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effort is also calling for skilled people for communications work. 
Draftees and officers are given supplementary training and exercises. 


About 4-600 people leave this organization each year. In recent years, 
1,000 new people have joined annually. 


Chairman Gunnar Stahl: ""We just cannot handle more, which is why we do 
not go in for active recruiting. Recruitment occurs via word of mouth." 


Training occurs locally in the 110 sections. There they learn radio and 
telegraphic signaling, station service, etc. Members have assisted com- 
munications centers during catastrophes such as Tuveraset and they often 
take care of radio reporting at orienteering and skiing matches. 


Not All Motorcyclists Want to be Orderlies 


Volunteer Motorcycle Corps, FMCK, 4,355 member (+ 153 this year). Of these 
748 are women. 


Assignment: primarily to train motorcycle orderlies for the total defense 
effort. But this group also looks out for young people who are interested 
in motorcycles--gives them a chance to work on their machines, teaches 
them traffic safety and let them have a good time together. 


Major Nils Bovin: "We have 2 or 3 times as many applicants for the courses 
as we have room for. About 400 applied for a course with room for 60. 
There is protably greater interest in motorcycles than there is in defense. 
In the past only 15 percent have committed themselves to being motorcycle 
orderlies in the event of war." 


Young people aged 15 and up are accepted. There are moped courses for 
the younger members. Older members can get help in getting a motorcycle 
licen-e. 


The training takes from 160 to 180 hours. Participants have to pay a 
small fee. FMCK has 300 older army motorcycles it can lend out for such 
things as cross-country riding. 


More Needed for Health Care in North 

Swedish Red Cross, RK, around 40,000 members (of 450,000 in all). 
Assignment: to recruit and train for the total defense effort contract 
personnel for military hospitals (hospital health aides), for the home 


guard, for civilian wartime health care and for blood transfusions. 


Today RK has 350 hospital aides, i2,000 home guard and 12,000 civil de- 
fense aides. Last year 1.710 more home guard health aides were trained 
than the year before. 
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Section chief Uno Mellaker: "In some places, such as Gotland, we have 
fully met the need. In thinly-populated Norrland County, it is always 
hard to get enough volunteers." 


Home guard health aides get 65 hours of training, civil defense aides get 
45 hours and hospital aides 3 weeks (a summertime course at Faro). 


Some 1, 235, 292 Swedes have completed the 6-hour course in self care, 
"ABC for Accidents." Last year 84,560 people went through the course. 
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MILITARY SWEDEN 


HISTORY, DUTIES, CAPABILITIES °F HOME GUARD EXAMINED 
Stockholm SVENSKA DAGBLADET in Swedish 3 Nov 83 p 8 
[Article by Omar Magnergard] 


[Text] Home guardsmen Lars Kempe and Dag Unman lay with their guns at the 
ready near Traneberg Bridge and watched the autumn dawn break in Stockholm. 
At 4:18 that morning the telephone rang in Dag Unman's apartment on 
Fleminggatan. 


"This is the day. Rendezvous!" group chief Jan ordered curtly. 


At about the same time the phones of 600 other home guardsmen in the center 
of Stockholm also rang. 


Alert maneuvers. 


The assumption was that a superpower had landed forces of between 500 and 
1,000 men at several air bases and on open fields around Stockholm. This 
followed a government refusal to agree to the superpower's demand to use 
various areas of Sweden during a prevailing conflict with the other super- 
power. The electric plant in Jarfalla has been blown up and several other 
acts of sabotage occurred during the night. 


Arrived Quickly 
Home guardsmen now have to get to their assigned locations quickly. 


They hurried along the night-darkened streets toward their rendezvous 
sites and on toward the government office building in Rosenbad, Kaknas 
Tower, bridges and other defense sites. Weapons at the ready and helmets 
on. 


"What are you sneaking around for? Saboteurs, I bet. I should call the 
police," said an older woman who was out walking her dog in a park at this 
ungodly hour. 
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"Thanks for being on the lookout. We are members of the home guard," 
replied area chief Per-Ola Kraft, a retired businessman. 





' said the woman with the dog. 


"Oh, goodness! Good luck, boys,' 
Most of the home guardsmen sneaked out of their houses by the back way. 
They have been told to be on guard against sabotage units. It is possible 
that such groups might try to put some home guardsmen out of action in an 
effort to create confusion in the ranks. Commanders at various levels are 
especially presumed to be the object of such actions. 


Bicycle Trip 


Dag Unman rode his bicycle from Fleminggatan. He had time for a cup of 
tea and two sandwiches while he threw on his uniform and picked up his 
M-96 rifle. 


Lars Kempe came by car from Stora Essingen. Ina nearby district he 
picked up another home guardsman who had forgotten where they were sup- 
posed to meet. 


"Of course that is not so good. But next time he will probably remember. 
We learn something every time we hold an exercise." 


Economics student Dag Unman and accountant Lars Kempe are two of Sweden's 
115,000 home guardsmen. 


Voluntary Effort 


The movement sprang from voluntary initiatives and a Riksdag resolution 
in the wartime spring of 1940. At that time it grew to at most 94,000. 
The home guard has never been as big as it is now. Every year around 
8,000 leave the rolls because of age and other reasons. But 10,000 new 
people sign up. 


"It is up to us to see that Sweden gets off to a good start in defending 
itself if we are attacked in a war," the new national chief of the home 
guard, Robert Lugn, pointed out. 


Within a few hours hundreds of defensive artillery pieces along the coast 
and on the border must be manned by the home guard. And over 1,000 vital 
war supply depots must be guarded. As well as air fields, harbors, mo- 
bilization sites (the armed forces would equip itself at more-than 5,000 
different locations), railroad junctions, power stations, etc. 


Standing Forces 


The home guard--along with naval and air force combat-ready units--is 
Sweden's equivalent of the standing forces of other nations. Home guards- 
men have their weapons and all their other equipment at home. 
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Foreigners, especially those from southern countries, are amazed that we 
dare allow 115,000 people to have weapons and ammunition at home in their 
closets. They see the possibility of domestic political coups--but they 
usually find out that this is not the kind of thing we are suited for in 
stable Sweden. 


Exercises During Working Hours 


At job sites such as post offices, SJ [Swedish Railways], Riksdag, Radio 
Sweden, the Telecommunications Agency and others, there are special busi- 
ness guard units assigned to protect their own operations. Towns like 
Uppsala and Sodertalje have also set up their own guard units. Some 
22,000 people in all are involved. They hold exercises during working 
hours. Agency heads in general are very concerned about their business 
guard units, in Robert Lugn's opinion. 


Home guardsmen exercise on weekends and in the evenings. At least 20 
hours--usually more--each year. 


They have to tolerate some ridicule. But they receive even more praise. 


"The comradeship is excellent," said a gentleman who referred to a motto 
at the war school in Vallinge. An unknown person there worded it like 
this: "In the home guard there are no workers or employers, no farmers 
or storekeepers. There are only Swedes." 


The equipment has been modernized as the tasks have grown. Today home 
guardsmen dress in modern uniforms with windbreakers. And the personnel 
is noticeably younger. It is not just those who are 47 or older who are 
recruited. Many who belonged to the army reserves and requested it have 
been allowed to transfer and get wartime assignments in the home guard. 


"A third of us are actually conscription age," pointed out Ake von Scheele 
of the national home guard staff. The average age now lies just under 4/7. 


Determination Impressive 


Dag Unman at Traneberg Bridge is one of these volunteers. He is 28. 


"T had my final military exercises with a cycle-mounted rifle battalion," 


he said. 'Most of the people were older. They displayed an involvement 
and a determination that were impressive. I figured that the same atti- 
tude must exist in the home guard, so I signed up. And I have not re- 
gretted it.” 


Both he and Lars Kampe say they are sure they can handle their assignment 
if things get serious. 
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For them the alert exercise has another two elements with "combat in the 
district" along with volunteers from the women's auxiliary, the Red Cross, 
the motor corps and the volunteer radio organization. 


It is not until late Sunday afternoon that the exercise is over. With a 
specially-requested dinner of pork and peas prepared under field conditions 
by six young members of the women's auxiliary. 


Now a couple of months will pass before the telephones again interrupt 
the night hours of the 600 home guardsmen in the central district. 


Home Guard at Sea 


"A naval home guard is in the works," national home guard chief Robert 
Lugn told SVENSKA DAGBLADET. 


At present they are investigating the possibility of recruiting volunteer 
archipelago residents from central and southern Sweden in particular. 


The defense system is turning to professional fishermen, leisure-time 
sailors and those who are over 47 and had military positions in the navy. 
Those who still belong to the navy can be included locally as extra home 
guardsmen. 

"The idea of a naval home guard has been around for several years," said 
Robert Lugn. "But they gained new relevance when the U-137 was able to 
remain undetected for so long in Gasefjarden." 


[It is felt that the surveillance of archipelagoes could be improved with 

a naval home guard. The naval home guard could also be very useful in a 
crisis--several mobilization sites are found on islands. Some mine opera- 
tions are also included in the list of assignments. 


Major General Robert Lugn and Supreme Commander Lennart Ljung estimate 
that it will take around 3 years to build up a naval home guard. 
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ECONOMIC AUSTRIA 


ANDROSCH ON ECONOMIC POLICY, ROLE OF BANKS 
Duesseldorf HANDELSBLATT in German 26 Oct 83 Supplement p B3 


[Article by Hannes Androsch, director general, Creditanstalt-Bankverein: 
"Hard Currency Policy During a Phase of Low Economic Growth" ] 


[Text] Whenever at any time during the last few years comparative figures con- 
cerning industrialized nations were published, Austria was always near the top. 
Austria had in fact been able since the end of the 1960s to show higher rates 
of growth than the average of European OECD countries; it had been able to 

keep inflation and unemployment figures relatively low and, finally, to cor- 
rect its trade balance. 


The fourth main economic indicator, national debt, is the only one where 
Austria occupies a place in the midfield. The estimates for 1983 confirm 
these successes: the Austrian economy should grow by 1 percent (.5 percent 
for Europe); its rate of inflation should be near 3 percent (compared with 
8 percent); unemployment 4.5 percent (versus 11 percent); the federal 
debt should be equal to about one-third of the GNP, 


It should be stated immediately that these successes are only relative; that 
also the Austrian economy is being confronted with the aftermath of a 3-year 
stagnation of the global economy. In any case, the good showing made by the 
Austrian economy has created interest by the international community, as demon- 
strated *y many visits of study groups and analyses of Austrian economic policy 
published in international publications. 


Sufficient Skepticism for Easy Solutions 


Austrian economic policy and the psychological climate in which it is formu- 
lated and implemented, is characterized by the rejection of one-sided get-well 
theories and a predilection for middle-of-the-road, pragmatic solutions. In 
Austria there were not Keynesian nor monetarist revolutions and many features 
of what has in recent years been called supply side economics have been prac- 
ticed in Austria since the 1960s and 1970s. 


It is not a case of Austrian economic policy makers being smarter than their 
international colleagues. It is just that they show a good deal of skepticism 
toward theoretical quick-fixes; in addition, their work has been influenced by 





a specific political, social and also personal continuity. Austrian economic 
policy which has frequently been identified with the tongue-twisters "multi- 
instrumental policy mix" or "Austro-Keynesianiam," is resting on four pillars: 
investment incentive, income policy, employment policy and, last not least, 
hard currency policy. 


Austria is a country which enjoys a traditionally high investment quota which 
even in 1982, despite a low investment demand, still amounted to 23 percent 

of the GNP. This result is largely to the credit of an energetic investment 
tax incentive policy--a policy which is "supply side" in the truest senseof the 
word. At the same tine, supply and demand were carefully geared to budgetary 
policy designed to protect jobs. This policy was partially responsible for 

the fact that Austria was one of the few industrialized countries which 

managed to overcome the 1975 recession without a major worsening of its em 
ployment situation. 


Apart from individual and comprehensive economic policy measures, direct in- 
vestment incentives are of great importance in Austria. Most recently, there 
has been an increasing tendency toward orienting direct investment incentives 
along structural and political objectives. This was done by granting credits 
as a function of meeting a number of specific criteria, e.g., demonstrable in- 
novation, benefit to the balance of payments, employee training, etc. 


One of the pillars of Austrian economic policy consists of the social partner- 
ship and long-term cooperation between employers' and employees’ representa- 
tives within a voluntary, largely informal framework. One characteristic of 
this partnership on the employees' part is the integration of the relatively 
highly centralized union structure into the political system. This guarantees 
considerat on being given to overall economic interests when trade union policy 
is being formulated. 


Continuous Rise of Currency Exchange Rates 


The significance of the social partnerhsip goes far beyond the preservation 

of social peace and the avoidance of major labor conflicts. It has an essen- 
tial role in formulating economic policy; it can pursue long-term perspectives 
and objectives independent of election cycles and of the current political 
configuration of the government; it can therefore provide relative stability 
of the economic framework. 


Integration of the social partnership into the economic policy was a prerequis- 
ite for the success of the hard currency policy which has beenineffect since 
the early 1970s. Essentially, it consists of stabiliz‘*ng the exchange value 

of the schilling against the “hard™" European currencies, especially the D-Mark. 
It could be carried out until the present only because the labor unions sup- 
ported it and because it was secured by a moderate wage policy. 


The Austrian hard currency policy has caused a nearly continuous rise in the 
schilling's foreign exchange rate. Depending on how the comparison is weighted, 
the schilling exchange rate of last year was between one-fourth and one-third 
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higher than in 1973. In this manner stability could automatically be created 
by attenuating import prices, which worked out to Austria's advantage especi- 
ally after the first oil price crisis. At the same time, an increase in the 

currency exchange rate is a burden on export trade, unless it is compensated 

by moderation in cost increases, especially wages. 


Austria too had to start by gathering experience with its concept of a hard 
currency policy within a system of free-floating exchange rates, especially 
with creating a balance between wage and currency exchange policies. Until 
1977 Austria's competitive stance, using relative labor costs, was on a down- 
grade and thus contributed significantly to the balance of payments problem. 
Since then there has been a continuous improvement in price competitiveness; 
significant gains in market shares were achieved and the balance of payments 
is once again in the black. 


However, the hard currency policy has consequences which go far beyond price 
and cost fluctuations. The private sector which must compete internationally, 
must, in a small country, adapt its prices to world trade price levels. Un- 
like the government-supported sector, it cannot simply ignore higher costs, 
but must absorb them in the form of lower profits. 


Indirect Coercion for Monetary Discipline 


The hard currency policy can therefore cause an undesirable transfer of re- 
sources from the private to the protected sector. On the other hand, it forces 
the export trade to reorganize and to practice cost efficiency. Considerable 
improvements in the merchandise mix of Austrian exports--most recently, an 

86 percent share for processed and finished goods--can in part be credited to 
the hard currency policy. 


Hard currency policy also constitutes indirect coercion for monetary discipline. 
An easy-money policy would quickly lead to the schilling dropping in value in 
foreign countries. Austrian monetary authorities have never published any 
desired money supply targets, whose attainment often turns out to be unreal- 
istic, but whose non-attainment can lead to severe reactions in the economy. 
These authorities have guided the monetary aggregates so as to comply with the 
hard currency policy and have thus brought about internal adjustments in a low- 
profile manner. 


This brief overview of Austrian economic policy would be incomplete if the 
author, as the representative of the largest Austrian bank, failed to discuss 
the role of the banks in the economic policy context. The most important func- 
tion of the credit system is that of serving as the economic policy's drive 
belt. Especially in connection with the hard currency policy the banks have 
always stood ready to do their part in bringing about a balance of payments, 
through gentlemen's agreements with the Austrian National Bank. 


Helping Required in Reorganization 


In addition, they greatly helped Austrian industry by their participation in 
industrial financing, investment incentive measures and export finance agreements 








in bringing about modernization and reorganization. Especially in Austria, 
where direct economic incentives are of particular importance, local banks 
play an essential part in implementing official incentive measures. Finally 
they have lent support to the government's active employment policies by 
providing long-term financing of public projects. 


All that might be dismissed with the statement that it concerns purely bank 
business deals which do not deserve particular mention. In response, it 
might be said that the banks have in many respects contributed significantly 
to the attainment of economic goals, but that the most recent economic crisis 
served to point up the limits of this type of procedure. 


There is no question that the banks are available for financing public projects. 
However, the increasing requests for loans from official sources--welcome as 
they may be in times of low credit demand--leads in the long term to a deple- 
tion of assets and, in times of a healthy economy, to disadvantages for commer- 
cial enterprises in need of credit. The large growth of international credit 
availabilitv, which was essential for a rapid expansion of Austrian exports, 
can no longer be maintained at the same levels in view of the risks inherent 

in dealing with a number of countries. Economic stagnation has brought about 

a considerable number of bankruptcies, which had a direct impact upon the 
banks. The average total of losses from bankruptcies for the years 1981 and 
1982 amounted to almost 1.5 percent of the GNP. Under these circumstan- 
ces, the banks must earn sufficient profits to permit them to arrive at the 
appropriate settlements or writeoffs. 


For historical reasons, the large Austrian banks are partners in great numbers 
of enterprises. In the case of the Creditanstalt, these participations in- 
volve about 10 percent of Austrian industry. From the partnership standpoint 
too, the banks have made considerable efforts toward modernization and reorgan- 
ization, without at the same time failing to give first priority to employment 
security considerations. 


Experience shows that in prolonged economic recessions, operational economic 
necessities can easily come into conflict with such higher-priority consider- 
ations. There can be no question that in cases of this nature proper banking 
practices must be given preference, since bank failures have negative effects 
upon the national economy as a whole and damage the respect in which a country 
is held. 


Let me use a simile from the field of medicine: if we consider the banks as 


the life blood of a national economy, it is essential that the blood be con- 
stantly replaced and that no damage is caused by excessive bloodletting. 
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ECONOMIC DENMARK/GREENLAND 


DENMARK GETS EC LOAN OF 67 MILLION KRONER FOR GREENLAND 
Copenhagen BERLINGSKE TIDENDE in Danish 15 Sep 83 p 24 


[Text] The Danish state has on behalf of Greenland obtained a loan of 67 mil- 
lion kroner from the European Investment Bank, which has made available nearly 
half a billion kroner to Greenland since 1973 when Greenland, as a part of Den- 
mark, became part of the EC [European Community]. The funds will be used for 
expansion and improvements of warehousing facilities at ten locations in 
Greenland. 


The loan agreement was signed Tuesday in Nuuk (Godthab) in conjunction with a 
visit of the vice-chairman for the investment bank, Irishman Noel Whelan, who 
together with several specialists from the bank will be looking this week not 
only a previous investment projects but also at the need for investment in com- 
ing years. 


Although Greenland has decided to withdraw from the EC, Whelan stressed at the 
signing that the investment bank even after withdrawal "will be more than will- 
ing to assist Greenland." 


He made it clear, however, that continued loans would be conditional on what 
kind of agreement Greenland concluded with the EC in the form of an associated 
status. 


The investment bank is an independent institution under the EC, which provides 
loans both to member countries as well as countries outside the EC, primarily 
developing countries. 


Former deputy under-secretary in the Finance Ministry and current member of 

the board of the E.I.B., K. Bredahl, who signed the loan agreement on behalf 

of Denmark, told the Ritzaus Bureau that loans to countries outside the EC 

have up to now been dependent upon so-called OLT [Overseas Lands and Terri- 
tories (treaty arrangement between EC and former European colonies whereby 

the latter benefit from special trade privileges)] agreements. Several over- 
seas countries with ties to member states of the EC have concluded such agree- 
ments, and it is just such an agreement that Greenland is currenlty negotiating. 


The negotiations have thus far not progressed as expected. Originally Green- 
land intended to withdraw from the EC at the start of 1984, but this has been 
postponed until 1985. It has become difficult to see how it will be possible 
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to conclude the negotiations and complete the ratification procedures in each 
of the member countries by that time. 


The EC negotiations are one of the major issues that will be discussed by the 
Greenlandic Assembly's fall session which will be opened Friday in Nuuk in the 
presence of Minister for Greenland Tom Hoyem. 


During the signing of the loan Noel Whelan pointed out that the loans of the 


investment bank to Greenland collectively are the largest within the EC in 
relation to population size. 
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ECONOMIC DENMARK/GREENLAND 


BRIEFS 


PASSENGER SHIP NEED TO 1990--Despite the expansion of air traffic between 
the Greenlandic towns, the need for transport of passengers by ship 
continues. Minister of Greenlandic Affairs Tom Hoyem has therefore asked 
the Finance Committee of the Folketing for support to extend the contract 
with the passenger-ship Disko. So far the ship is chartered until 1985 
but the minister wants to extend the contract to 1990. The Royal 
Greenlandic Trade provides crew, operates and maintains the ship. [Text] 
[Copenhagen BERLINGSKE TIDENDE in Danish 8 Nov 83 p 2] 9583 
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ECONOMIC FEDERAL REPUBLIC OF GERMANY 


MERCEDES BENZ CHIEF ON MEETING FOREIGN COMPETITION 


Frankfurt/Main FRANKFURTER ZEITUNG/BLICK DURCH DIE WIRTSCHAFT in German 
31 Oct 83 p 3 


[Article by Dr Gerhard Prinz, Stuttgart: "Our Opportunity Lies in Interna- 
tional Competition" ] 


[Text] The enterprise on the upswing (Part IX). The 
example of the auto industry. When this essay was being 
prepared for print, nobody could possibly surmise that 
the author would die before publication. Dr Gerhard 
Prinz, chairman of the board of directors of Daimler-Benz AG 
[Inc.], died suddenly Saturday night at the age of 55. 

We consider this essay a kind of legacy illustrating the 
opportunities and risk of international economic inter- 
dependence using the example of the German auto industry. 
The author had reported on this topic also on 26 October 
to the German International Economic Society in Berlin. 
The editors, 


There is no national economy which is reportedly as heavily intertwined with 
the international economy as is the German economy. Just to what high degree 
the West German economy is interlaced is borne out especially by intensive 
export activities, that is to say, the share of exports of commodities and 
services out of the total gross national product. In 1982, this share came 
to 33 percent for the FRG, but on the other hand 1/7 percent for Japan and 
only 12 percent for the United States. Looking at foreign trade alone, the 
corresponding shares for the FRG are 27 percent while they are 13 percent 

for Japan and 7 percent for the United States. 


We therefore do not need any further explanation that any national-economy- 
oriented and economic-policy thinking and action in the FRG must be adjusted 
to international economic reciprocal relationships and must be guided by 
international criteria. It is unrealistic and utopian to consider the German 
national economy as a compact system, It is highly dangerous and perhaps 
even deadly to base West Germany's national economic actions on this kind of 
assumption which is unrealistic in every respect. 


We cannot achieve economic growth for the German national economy without a 
strong and efficient export industry. And we need growth to solve West 
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Germany's domestic economy problems, especially the employment problem. 
"Growth of course is not everything"--as the federal minister of economy 
noted on the occasion of the opening of this year's International Auto Fair 
in Frankfurt--"but without growth, everything else is nothing." 


In addition to foreign trade relations, money and capital transactions also 
represent an essential part of international economic interrelationships. 

In this sphere, the heavy indebtedness of many countries weighs on the inter- 
national financial system like a heavy mortgage. The sustained mastery of 
this crisis likewise can be achieved only through international economic 
growth which would give the debt-ridden countries an opportunity not only to 
pay their interest but also to pay off their debts in long-range terms. So 
many expert and clever comments have in most recent times been presented to 
the public on this topic that I would like to refrain from any further state- 
ments on this point. 


The Auto Industry--A Classical Example 


The auto industry is a classical example of West Germany's dependence on 
exports. Between 44 and 60 percent of all passenger cars produced by the 
German auto industry must be sold on foreign markets, around 60 percent of 
all trucks are being exported, and the figure was as much as 70 percent for 
trucks heavier than 16 tons. With an export value of DM/5 billion, the auto 
industry in 1982 for the first time took the lead among German export indus- 
tries. The "auto foreign trade balance" alone--that is to say, the ratio 
between all auto exports and all auto imports--in 1982 revealed a surplus of 
DM58 billion; this figure was higher than the total balance of trade surplus 
of the FRG which came to DM51 billion. The hefty foreign shipments of the 
German auto industry were a decisive job and economic support for the entire 
German national economy especially in 1982. 


For all of the reasons mentioned, it is certainly no exaggeration to describe 
the auto industry as one of the key branches of the German national economy 
with its high employment volume, with its high export volume, but also with 
its extraordinarily high investment volume which in 1983 alone will be about 
DM1O billion. A commensurate weighting of this basic fact inescapably leads 
to the question as to what the competitive capacity of the German auto 
industry--precisely as one of the key branches of German industry--really is. 
The answer is concentrated on the auto industry; but I think that much of 
what applies here can be transposed to other industry branches in the FRG, 
especially within the metal-working industry. I would like to confine myself 
to the passenger car industry and in so doing I cannot refer to a single 
enterprise only but must instead view the industry as a whole, although more 
extensive differentiations might be in order for the particular position of 
individual enterprises. 


In the attempt to judge the competitive capacity in the international context, 
I would like first of all to make a comparison between the large-~and probably 
also commanding--economic areas of global significance the subject of my 
consideration. These areas are Western Europe, North America, and the Far 
East, including Japan. 
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"Auto Balance Sheets" with Western Europe in the Black 


Between 19/73 and 1982, the German auto industry was able to increase its 
shipments to Western Europe by 55 percent. The market share for German 
passenger cars in Western Europe (excluding the FRG) rose from 12 percent in 
1973 to, at any rate, 19 percent in 1982, 


There were high increase rates (1973-1982) above all in France from 11 to 18 
percent, in Great Britain from 6 to 24 percent, and in Italy from 1l to 18 
percent. 


During the same span of time, the market share of European car makers in 
Germany dropped: For example, the French market dropped from 16 to 8 percent, 
the Ltalian market declined from 6 to 5 percent, and the British market 
Shrank from 1 to 0.3 percent. This development is reflected in the increase 
in the asset side of the bilateral "auto foreign trade balance sheets"-- 
specifically as follows: 


1973 1982 
France Up DMO.5 billion Up DM4.7 billion 
Italy Up DMO.5 billion Up DM3.7 billion 
Great Britain Up DMO.7 billion Up DM6.0 billion 


The German auto industry's competitive position thus improved in the Western 
European area. What are the reasons for this? 


The German auto industry responded to the challenge represented by the two 
oil price crises at the end of 1973 and the end of 1979 unlike any other 


auto industry in the world and, it seems to me, it also weathered that 


1 
we 


( ~— 
In particular, it was possible to achieve considerable improvements in fuel 
consumption and economy. 


This challenge moreover triggered a much more extensive wave of innovations. 
This wave, to be sure, at first showed up in the market supply in the form of 
a time lag because the development and production preparation lead time, 

from the completion of the development phase to the market maturity phase, 
takes up to }/ years and sometimes even more. Just how great the progress 
achieved in recent years is was demonstrated especially by the International 
Auto Fair in Frankfurt in September of this year. The supply of newly- 
developed vehicles, with considerable technical progress, has never been as 
rich. 


it was not only the engineering design that was improved; processing quality 
and the application of the most modern production technologies were also 


improved. 


During the past 3 years, wage contracts in the steel industry were moderate 
and partly even below the real purchasing power maintenance level. 


Comparatively lower inflation rates in the FRG. 
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The value of the German Mark was increased less than would have been indicated 
to make up for the inflation gradient leading from most of the other 

European countries to the FRG. As a result of this, the German Mark was 
revalued in terms of its real parity. 


In this generally favorable development, the German auto industry--and German 
industry as a whole--were helped by the fact that the national economies of 
such important countries as Italy, France, and Great Britain did not gain 
competitive capacity over the past 10 years. The general conditions in those 
countries were partly considerably more unfavorable than those in the FRG, 
The competitive capacity of the enterprises in those countries suffered as a 
result. 


Upon closer contemplation, we must however realize here that pronounced, long- 
term competitive weaknesses in our customer countries are not an advantage to 
the FRG. The worse the others are off, the more will the absorption capacity 
of their markets be restricted for West German products. By how much, for 
example, would the purchasing power of the British market have shrunk for 
imports if foreign exchange earnings from oil exports had not been there? 


The German export industry therefore had a very strong interest in making 

sure that the competitive capacity of its customer countries would not decline 
further; instead, it depends on a recovery of the competitive capacity of 
those countries. Here is why: Every country must in the long run earn its 
foreign exchange to pay for its imports. If it cannot do that due to a 
deficiency in its own competitive power, then it cannot, for this reason 
alone, be a steady customer market for imports. 


Likewise it is not of lasting advantage for West German exports when the 
rencies of our customer countries are overvalued. That may be pleasant 
for a short moment and it may even be helpful. The example of France however 

shows that lasting overvaluation--as in the case of the French Franc--in 
long-range terms, if anything, causes disadvantages; this is because there is 
a greater probability that the gap between imports and exports will become 

too big. If we look at the liability side of the French foreign trade balance 
sheet in 1982, totalling DM56 billion, including DM14 billion with respect 

to the FRG alone, then we do not needa livelyimagination to figure out what 
additional danger threatens us: The danger of protectionism! The worse a 
country's performance balance sheet becomes, the greater will be the inclina- 
tion on the part of the country involved to try to remedy the disproportion 
through protectionist measures. 


Long-term disparities--"misparities"--after all easily lead to entrepreneurial 
decision mistakes in the exporting industry branches. The longer-term export 
capacity is overestimated only too gladly by a relative undervaluation of a 
country's own currency or an overvaluation of a foreign currency. The 
implementation of the indicated exchange-rate correction then causes export 
possibilities to dwindle abruptly; employment and capacity losses are the 
consequence. We experienced an example of that during the 1970's when the 
longer-term undervaluation of the DM, in comparison to the American dollar, led 
to a rapid drop of the dollar. For all of these reasons, German industry 
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must be interested in making sure that the currency parities of its customer 
countries will extensively correspond to the real purchasing power relation- 
ships in medium-range and long-range terms, 


Looking at a realistic lineup of German exports to the EC countries, one must 
not overlook the fact that the auto market of the EC is protected against 
imports from third countries by a common foreign-trade duty of 10.5 percent 
and that, in addition, quantitative import restrictions are being implemented 
in Italy, France, and Great Britain; they are directed above all against the 
import of Japanese vehicles. There is no doubt whatsoever that the German 
auto industry's exports are being favored by these import restrictions and 
that they are even being artificially favored from the viewpoint of free world 
trade. 


Finally, we cannot overlook regrettable tendencies which seek to picture the 
EC as a closed or at least partly closed economic region. No matter how happy 
we can be, on the one hand, that German industry extensively grasped the 
export opportunities opened up by the creation of the EC--about 50 percent 

of its exports today go to the EC area--we must not on the other hand close 
our eyes to the fact that the share of West Germany"s EC exports out of our total 
exports could become excessive. Dependence on the smooth continuing existence 
of the EC to secure West German exports has grown increasingly--a prerequisite 
which many years ago was justifiably considered to be quite natural although 
skeptical doubts sometimes appear in order as to its unshakeability. 


We are also inclined to overestimate the significance of West Germany's export 
successes within the EC whereas on the other hand we are ready to underestimate 
competitive weaknesses, such as they appear in international competition out- 
side EC, or we are inclined to take them too lightly. That is not without 
danger! Here is why: West Germany's competitive capacity can be measured 
only on a worldwide scale. And West Germany's relatively favorable position 
within the FC is frequently no quality label for West Germany's competitive 
capacity outside EC. 


Major Changes in Business with America 


If we look at the competitive situation of the German auto industry with 
respect to the American auto industry, one may well observe--although in 
somewhat general terms--that there have been hardly any major changes in the 
relationship between those two industries over the past 10 years. The pro- 
duct philosophies of both industries are still too different although one can 
detect a certain approach on the part of the American view toward the German 
and European views. In the sector of high-quality top-of-the-line vehicles, 
the position of the German auto industry, if anything, became even stronger, 
as compared to United States industry. 


Here again one must however realize that West German exports to American-~-and 
to the dollar area in general--are considerably favored by the strong dollar. 
If one were to measure the dollar by virtue of its domestic purchasing power 

in comparison to that of the German Mark or if one were to measure it in the 

light of the American foreign trade balance, then it would probably have to 


66 











be categorized as being somewhat weaker. The reasons for the strong--and, 

to that extent, "overvalued"--dollar therefore are not to be found in these 
sectors but rather in the capital and cash transaction area. Parity, especial- 
ly of the DM with respect to the dollar, is determined essentially by the 
demand for capital and money investments in dollars. 


The specific influencing factors which are at work here are generally known. 
They reside in the heavy budget deficits of the government in the United 
States and the resultant capital need, the high interest rates and the dollar 
investment profitability connected with that. An essential reason however 
would also seem to consist of the security of the investment which people 
believe they can find in America. Here, the economic and the political 
confidence slope running from the United States to Europe and Germany also 
plays a by no means insignificant role. 


It is these influencing factors which, among other things, turn out to be a 
plus tor the dollar but a minus for the German Mark. This minus for the 
German Mark however on the other hand--although rather in an "alien" fashion-- 
turns out to be a plus for German industry's export capacity in terms of 

costs and prices. 


Conversely, the currency plus for the dollar is a minus for the export 

capacity of American industry. We find it difficult to understand which em- 
ployment losses in American industry the American currency policy can be 
expected to put up with. Here again we must however observe that the impair- 
ment of the American industry's export capacity as a result of the "overvalued" 
dollar has strengthened protectionist efforts. 


I was very much concerned with describing especially these effects of the 
strong dollar because, in my view, they are not sufficiently covered in 
public discussion. In the FRG we above all stress the negative effect of 
high American interest rates on the interest level in Germany and the resul- 
tant negative effects on the domestic economic situation. The favorable 
effects--which spring from the strong dollar, which is connected with the 
high interest rates, as far as German exports into the dollar area and thus 
also the German export situation as a whole are concerned--those favorable 
effects are only too easily pushed out of the way. 


The dollar's strength, as we said, among other things is based on the safety 

of the investment and on the economic and political confidence gradient leading 
from the United States to the FRG. It is precisely this sort of thing that 

is bound to worry us--much more so than the level of the interest rate. It 
does after all cast significant light on the impairments from which we suffer 
in the economic and political base conditions. This, after all, in plain 
language means that we, in our economic and political infrastructure, cannot 
attract to ourselves the kind of confidence which the American economy is 
credited with. 


It would be a bad sign for West Germany's international competitive capacity 
if we were to have to depend on the DM being rated lower than would correspond 
to its relationship to the dollar because of this kind of disadvantageous 
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evaluation of West Germany's base conditions. We must try to make sure that 

West Germany's overall economic and political performance will cut the ground 
out from under the skepticism with which others meet us. We should be happy 

to accept a resultant strengthening of the DM even if that would initially 

be a burden on West Germany's competitive capacity in terms of prices in the 

dollar area. These interrelationships of course clearly show us that we 

must remain competitive in the dollar area even if the DM is stronger again. 


New Competition from the Far East 


German industry's international competitive constellation turns out to be 
considerably more critical as we go into a comparison with the Far East, 
especially Japan. To do that for the auto industry, I would like to dwell a 
little bit on the United States market because this is where the Japanese and 
German auto industries meet in a competitive battle on a third market, in 
other words, so to speak, on neutral ground, without one or the other being 
able to enjoy the advantages of the domestic market. On the American market 
however we unfortunately observe a tremendous shift in the market shares in 
favor of the Japanese competitors and to the detriment of the American and 
also the German automakers in large-series production. 


Let us take a brief look back: In 1973, the German auto industry achieved a 
market share of 7 percent with its exports in America but in 1982 the figure 
was only 3 percent. The Japanese auto industry's market share on the other 
hand was only 6 percent in 1973. In 1982 it was 23 percent or about 80 
percent of all cars imported into America. 


In other words: German automakers have had to accept a very considerable 
market share loss; they were utterly unable to grasp the market opportunities 
which they would have had in America if their competitive capacity had been 
maintained over the past 10 years. Japanese automakers on the other hand were 
able to exploit market potentials which had been lost by the German car 

makers. The German auto industry's competitive capacity declined in comparison 
to the Japanese auto industry. 


During the 1960's, the German auto industry was well on the way toward further 
and further increasing its market shares in America. During the 1970's, those 
opportunities were increasingly wiped out. This involves orders of magnitude 
between 1 and 2 million vehicle units per year. 





We Must Shy Away from Comparison with Japan 
y 


It might be that the Japanese auto industry was favored by a long structural 
undervaluation of the yen. The real causes of the relatively so enormous 
invigoration of the Japanese auto industry however would not seem to be 
explained by that. Where should we look for them? 


Certainly not in vehicle engineering; here the German passenger car industry 
is still equal and mostly even supericr--in terms of the overall concept, 

in the harmony and balance of execution, Not in production technology either; 
here--in spite of many publications asserting the opposite--there are no 
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considerable structural differences. The advantages of the Japanese first 
of all quite definitely reside in the lower costs, especially in the lower 
personnel cost. 


Personnel costs per working hour in the auto industry in 1982 were DM30.23 
in Germany, in other words, about 35 percent higher than in Japan where the 
figure was DM22.21 (conversion rate 100 yen = DM1.10). In doing this, I am 
first of all using the present-day conversion rate. For past years, we get 
much greater discrepancies since the yen was clearly worth less. 


The Japanese auto industry moreover puts in 24 percent more working hours 

per year than does the German auto industry. In Germany the figure is 1,600 
hours and in Japan it is 1,990 hours. This makes for a higher degree of 
utilization of plants and systems and leads to a lower capital servicing rate 
per unit. This results in considerable advantages for the Japanese in terms 
of production costs. 


Here are additional advantages of the Japanese which are mostly due to their 
mentality but which are probably even more significant: A high level of com- 
mitment, a great degree of personal modesty, a high level of diligence, high 
performance, stress on team work and a determination to conquer in inter- 
national trade, 


I cannot say that something that would apply to the passenger car industry 

as a whole would hold true without exception; nor can I say that this applies 
to German industry as a whole. But it seems to me that it applies after all 
to vast sectors of German industry. And we simply cannot overlook the obser- 
vation that the question of international competitive capacity on the part of 
German industry and the German economy boils down to the question as to com- 
petitive capacity in comparison to Japanese industry. 


Looking at West Germany's competitive capacity within Europe and also in view 
of our competitive capacity with respect to the United States, we may con- 
clude that we can certainly stand comparison; but we cannot come up with this 
calming observation when it comes to Japan. 


Since the competitive battle with Japanese industry takes place not only in 

the Far East and in Southeast Asia but also--as explained by the example of 

the United States--all over the world, we must not fail to realize that our 

competitive capacity on a worldwide scale has declined considerably over the 
past 1O years. 


German industry's growth suffered heavily from that--and there is no doubt 
about that as far as I am concerned. We have lost business, especially to 
the Japanese. And this realization outlines our task: We must regain the 
business we lost; we must make up for the work we lost in international com- 
petition. 


;, ” | 
We must not become resigned because of the presumably unalterable “end ot 

our growth." There are no limits to growth and certainly not with respect to 
qualitative growth. There are likewise no limits to growth with respect to 








the infinitely many needs of the Third World. But we are obviously at this 
time unable in the FRG to implement growth. 


Reformation in Thought and Action 


But "to do that" for the FRG, we need a reformation in our thinking and 
action! That applies to all sectors of German industry and the German 
economy--it applies to enterprises and entrepreneurs just as much as it applies 
to employees and those who represent their interests. We must increase our 
own capacity and our own output. This above all presupposes that we become 
more performance-conscious, more diligent, and more committed. We must 

be mindful of the human qualities which facilitated our great advances during 
the 1950's and 1960's but which today have been extensively forgotten. Never- 
theless, they remain the indispensable foundation for our economic success. 

We must above all also improve our own output in relation to the costs, in 
other words, personnel costs. 


This kind of development certainly cannot be accomplished overnight, nor 
within a few years. Instead, we must figure on longer intervals of time tor 
that. But this kind of development must start immediately and, by the same 
token, we must change our attitude and outlook immediately. We must realize 
that, due to the shortcomings in our performance, we also lost part of our 
employment opportunities or, in plain language: We lost many, many jobs. 


The solution of the unemployment problem, which hits all of us, therefore 
cannot be to redistribute existing work--erroneously considered to be a fixed 
magnitude; instead, the solution must be this: How we can again win more 
business and thus more work and jobs for our national economy. 


Business and work are not once and for all constant on a worldwide competitive 
scale; they are ..ot stagnating orders of magnitude; they do not constitute a 
predetermined fixed quantity; instead, they change with a country's inter- 
national competitive capacity. Looking at it worldwide, German industry has 
more in terms of business and work potential than we are pursuing and can 
pursue on the basis of our current prerequisites. 


Shorter working hours, connected with rising pay for the same work unit, would 
further strengthen that which is West Germany's handicap in worldwide com- 
petition, that is, our costs which are too high in comparison to important 
competitors. This would reduce the work which we could achieve but it would 
furthermore threaten the existing jobs and would thus inevitably lead to more 
unemployment! If we continue along this line, we would run into an even 
narrower deadend street at whose end there could only be a huge, insur- 
mountable wall. 


Shorter working hours at the same time signify a decline in equipment utiliza- 
tion; this leads to higher capital servicing costs per unit and thus to an 
increase in the unit cost. Because the equipment of each work station in 
terms of capital becomes more and more expensive, the shortage of equipment 
utilization becomes increasingly important. Average investment costs for the 
erection of a new job in the German auto industry over the past 5 years 

rose by almost 50 percent ot about DM250,000. 
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This might not rule out- the possibility of contemplating measures such as 
partial time-based work, early retirement, or job sharing to alleviate the 
current labor market problems and thus to treat the symptoms of the disease. 
Such measures are suitable for mitigating mometary social tensions and they 
should therefore not be disregarded. But under no circumstances should we 
entertain the illusion that this means treating the disease as such. Its 
Symptoms may be less obvious for a particular moment, they may seem less 
urgent, but this does not alter the actual diagnosis. 


In the debate on the--it seems to me--fateful question we are not concerned 
with absorbing higher differential pensions for the employee; we are solely 
concerned with our national economic prosperity on which all of us in Germany 
depend--and that includes enterprises, entrepreneurs, and employees. A further 
restriction of our effective output would not promote the welfare of our 
population at large and our employees; instead, it would harm them. It is 
especially the social responsibility of the enterprises which demands that 

we not permit this kind of further impairment of West Germany's worldwide 
competitive capacity. 


[ do not want to leave any doubt as to the fact that I consider an extensive 
social responsibility of the enterprises and the entrepreneurs to ue a com- 
pletely indispensable element in our free-enterprise economy. But we can 
discharge that responsibility on the basis of a strong output foundation. 
Everything else is utopia and one has always had to pay an unaffordably high 
price for utopias in this world! 


Remembering Entrepreneurial Virtues 


But we must also more intensively recall our entrepreneurial virtues, our 
personnel commitment, our inherent dynamics, our goal-oriented determination 
to achieve innovations, diligent creativity, well-balanced readiness to assume 
risks, and forward-looking fiexibility. All of these are equally indis- 
pensable mocion prerequisites for restoring the strength of our competitive 
capacity. We must take new courage and we must not allow ourselves to be 
"vexed" by all of the obstacles that are still in our way. 


For that, of course, we also need an improvement and easing in the general 


conditions, 
We need an improvement in the in-house capital structure. 


We must step up research and development in German in order thus to achieve 
more industrial innovation. Looking at an ir -ernational comparison, the FRG 
for the year 1980, as the last international survey year, holds only third place 
in the total research and development expenditures with DM36.3 billion, after 
Japan (DM41.8 billion, converted) and the United States DM114.4 billion, 
converted). 


Although IL think that the efficiency of German research and development at 
any rate can still in many instances withstand international comparison, 
we must also admit that the required expenditures often go far beyond the 
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economic possibilities of individual enterprises-~and also big enterprises-- 
and that the risks are also too high. Here again we must fight against 
handicapes which however must not discourage us. 


Above and beyond all of the necessary partial measures, the most important 
thing however is that we change our internal attitude toward performance 

and output, that we everywhere become fully conscious of the necessity of this 
performance and its social function. The courage consistently to subscribe 

to this in all areas and to act accordingly may be a bit uncomfortable; but it 
is indispensable and it will pay off in many different ways. The German 
national economy and thus all of us are tied together in a fateful, worldwide 
pattern of interrelationships. We sit "neither on gold, nor on silver, 
neither on oil, nor on uranium." 


What we have and what we want to possess we must earn in international com- 
petition. That is the law of our economy and thus also of our social well- 
being. Complying with this law remains our national economic and our in- 
dustrial task. Only then will it be possible for us also to discharge the 
fully approved obligation arising from our socially interconnected market, 
performance, and competitive economy. 
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ECONOMIC FRANCE 


PROPOSALS FOR IMPROVED FOREIGN TRADE POSITION 
Paris CONTREPOINT in French No 46, Fall 83 pp 127-134 


[Article by Bernard Marois, professor at HEC (School of Advanced Business Studies) 
and Secretary General of the International Finance Club: "Toward a New Foreign 
Trade Policy"; passages enclosed in slantlines printed in boldface] 


[Text] At the present time, one of the major challenges the French economy 

must face is to reduce the "foreign constraint.'"' This has several facets; it 
includes, for example, the gradual depreciation of the franc , which has already 
been devalued three times in terms of the mark since May 1981 and keeps breaking 
low records in comparison with the dollar. There is also the huge,debt that 

the economic forces (firms, banks, the state) have acquired abroad , the primary 
consequence of which is increased financial dependence by France on its creditors, 
thereby repeating some errors of the Fourth Republic. Lastly, other writers 
point out our very adverse trade balance and, as a result, our adverse current 
balance, which must be financed with new loans that pull France into the vicious 
cycle experienced by many developing countries. 


Since in the end all of these problems are a result of our weak foreign trade, 
it would be useful to first precisely examine the situation before offering new 
solutions designed to once again make France the world's third largest exporter. 


A Disastrous Balance Sheet 


France's poor performance in the area of foreign trade is now known to all. In 
1982, the trade balance deficit surpassed 90 billion francs, which primarily 
resulted from a growing imbalance in our trade with the major industrialized 
countries (United States, FRG, Japan). Most of our surplus was with developing 
countries experiencing, or about to experience, serious difficulties paying for 
goods because of their huge debt. In addition, during the last 10 years the 
French administration has focused its attention on large contracts (part of the 
financing of which actually comes from the French taxpayer via the Treasury) 
while neglecting exports of capital goods and consumer goods. This explains, 
to a large extent, the geographical imbalances mentioned above. This situation 
did not improve any in 1983 since France's trade deficit was almost 24 billion 
francs during the first quarter and 7.8 billion for the month of May alone. 
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Dilatory Explanations 


To hide these very distressing figures, the Ministry of Foreign Trade has pointed 
out three reasons that could explain most of our problems: first, the rise in 
the dollar helped raise the price of the irreducible portion of our imports (in 
particular, the purchase of raw materials used by our industries); second, a 
sizable portion of the increase in our imports of consumer goods is due to the 
gap in the economic cycle between France, an adherent of the policy of reviving 
consumption (implemented at the end of 1981 and beginning of 1982), and its major 
trade partners, which prefer a policy of deflation and austerity; lastly, deval- 
uations that were too little and too late were not adequate to compensate for 

a persistent price differential that was responsible for the loss of competitiveness 
of French products. 


These arguments are partially acceptable; however, they apply only to that portion 
of the trade deficit based on the current economic situation--about 30 billion. 
The rest is "structural" in nature, which means that a policy of recovery should 
be implemented--a policy consisting not of expedients, but of measures designed to 
reach the root causes of the problem. 


Difficulties to Avoid 


In this area, two dangerous temptations must be deliberately avoided. The first 
is simplistic protectionism, based on slogans such as "Buy French products" or 
forced manufacutring programs (such as the videotape recorder affair). In the 
area of foreign trade, dualism is dangerous. What is a "French" product: A 
product made by a French company or a product with the label "made in France"? 
Because of large firms' international division of production, many supposedly 
French products contain a growing percentage of components manufactured abroad 
and, vice-versa, some imported goods contain components that originated in France. 
How can consumers estimate the actual French "added value" of their purchases 

in order to make the right choice; in other words, who optimizes our trade balance? 
As for the protectionist measures themselves, history clearly shows that they 
often tend to be counterproductive, entailing reprisals by our trade partners 

and favoring inefficiency and a decline in productivity in national firms which 
then have a monopoly. 


The other danger to avoid is resorting to a policy of currency depreciation which 
is supposed to make French products competitive again. This sort of policy has 

two major disadvantages. First of all, it makes irreducible imports more 
expensive. Raw materials, which are usually billed in dollars, have increased by 
9.6 percent in price because of the depreciation of the franc, while at the same 
time“ the index of the worldwise price of raw materials dropped 9 percent. In 
addition, since the French importer cannot cover himself he will demand payment 

in French francs, which transfers the problem of cover to his foreign seller. 

The Latter will pass on the cost of this cover (the decline in the franc) to his 
French buyer; this will have the (mechanical) effect of increasing the import 

bill yet again. In addition, exporters will include in their prices the increase 
in their import costs (raw materials and semifinished products) caused by the 
depreciation of the franc. This tends to eliminate, to a large extent, the 
monetary advantage of the devaluation. During 1982, export prices expressed in 
francs increased by over ]1 percent, while at the same time German prices expressed 
in marks increased by only 1.7 percent.2 In addition, within France French firms y 
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had to face a continued whittling away of their margins caused both by the 
increase in their production costs (the impact of growing social costs) and 
financing costs (a result of the increased debt they had to meet) while, at the 
same time, attempts at deflation limited the possibilities of raising prices. 
Under these conditions, French firms are strongly tempted to "pad" their export 
prices to compensate somewhat for what they are losing at home. This, of course, 
eliminates the competitive advantage of depreciating the franc. In an /open/ 
world, the behavior of French firms, preoccupied with their financial survival, 
would tend to make largely ineffective any devaluation of the franc resulting 
from a deficit in the trade balance. 


Taking this situation into consideration, what can the administration do? 
How to Improve Our Export Figures 


We have identified six possible ways for improving our trade balance by encouraging 
exports, namely: defending the franc and its corollary, fighting inflation; 
reevaluating the "trade" function as applied to exports; establishing worldwide 
sales networks; developing industrial investments abroad; implementing a concomi- 
tant policy at the local level; and training men. 


The first proposal results from the earlier analysis of the consequences of a 
devaluation on our trade balance. The current weakness of the franc encourages 
international reaction to expect the franc to fall. This means more expensive 
imports and no effect of the devaluation on our export prices which causes a 
decline in our trade balance and new pressure on the franc to fall. This is the 
beginning of a cycle of depreciation for the franc and a factor of imported 
inflation which itself causes another depreciation of our currency. This situation, 
which Italy and Great Britain under the Labor party experienced before us, is 

of a pernicious nature and inevitably leads to a policy of staying one step 
ahead of the currency. This means that the government must not only continue to 
fight inflation but that it must also reduce the differential with our major 
trade partners, who are also our competitors. 


The second recommendation comes from a consideration of the "trade" factor as 

a major element in capturing foreign markets. Faced with an administration which 
for many years has favored the export of products containing a large degree 

of technology and innovation (aerospace, arms, etc.), faced with a socialist 
government that wants to turn the debate on foreign trade into a problem of 
adjusting France's industrial policy and increasing basic and applied research, 
it is time to remember that above all export is an activity with a commercial] 
dimension that requires certain rules to be honored: adapting products sold to 
the tastes and needs of foreign customers and honoring the delivery schedules 
and technical requirements of each country. The European Management Forum, in 
its yearly analysis of the competitiveness of Western firms, rated France 16th 
out of 21 countries in terms of trade activity and 15th in terms of marketing 
and sales aggressiveness.2 This lack of trade spirit can be explained by a 

long Christian tradition of disdain for money and profits and particularly for 
"merchants." As long as it will be easier to end up on the board of directors 
of a company by having worked in a ministry rather than by having proved oneself 
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in the area of exports or by managing a distant subsidiary, the position of 

French companies on foreiga markets will be fragile and vulnerable.6 Success 

in exporting implies a great deal of flexibility on the part of the firm that 

has decided to do this and, consequently, a certain amount of fluidity in the 
Organization. For example, in the midst of the economic crisis, the resurgence 

of bilateralism in international trade will result in the development of compen- 
Sation agreements, not only with the Soviet bloc, but also with developing countries 
and even some industrialized ones./ This trend means that there must be greater 
coordination within firms between the supply policy (Purchasing Department) and 

the sales policy (Commercial Department). Export is the concern of everyone! 


An effective way to encourage French exports is to create /on-site networks/ which 
can provide before- and after-sales service. Rather than making another plea to 
set up international trade companies, which are behind Japan's exporting success 
but which do not necessarily correspond to the peculiar structure of the more 
individualistic French economy and which, in any case, would require several 
decades' development before they could rival their German or Japanese counter- 
parts, it would be more realistic to promote commercial investments abroad. The 
attempts made by the French government for several years to encourage direct 
investments abroad that would result in exports are still notoriously inadequate. 
Based primarily on concomitant measures (preferential financing, establishment 

of specialized institutions such as SOFININDEX), these attempts are often contra- 
dictory (French firms are encouraged to borrow in foreign currency to finance these 
investments, but they are not able to cover themselves against exchange risk 
because of the current rules governing foreign exchange), follow the mood of 

the moment (investments in Brazil at one time) and completely ignore strategic 
aspects. 


Another way to revive French exports lies in developing industrial investments 
abroad. Such investments encourage exports8 both of semifinished products and 
components from France used in making finished products manufactured by the 
foreign subsidiary and of French goods, supplies and equipment used in constructing 
the local factory. And let's not forget that these institutions abroad, sub- 
sidiaries of French firms, provide good publicity for French technology. Here 
again the position of the administration is more than ambiguous, influenced as it 
is by unions that consider industrial investment abroad to be a source of lost 
capital. This argument, which can be analyzed like a lawsuit, is unacceptable 
because current regulation of foreign exchange requires that 75 percent of the 
financing of this type of activity be in foreign currency. It is high time to 
take the appropriate measures to clearly indicate to firms that the administration 
is ready to encourage industrial investments abroad if they will have a positive 
impact on France's current balance. 


As our fifth point we would like to emphasize the necessity of taking new concomi- 
tant measures for export. Rather than once again turning to the storehouse of 
various types of guaranteed financing, which costs the nation more and more each 
year--4 billion francs in 1978, but 17.6 billion in 1981!9--it would be wiser 

to reinforce France's cultural, diplomatic, political and technological presence 
abroad. To date, French businessmen have not always known how to most advantageously 
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use the support available abroad: the presence of "colonies" of Frenchmen quite 
tamiliar with the country and therefore liable to encourage the marketing of 
French products and the experience developed by other French firms on the local 
market. For its part, the administration of our country did not know how to 

sell France's "economic image"; instruction in the French language abroad has 
maintained a very strong cultural overtone and totally neglects economic aspects. 
Some of the media (Radio France International, for example) only reinforce this 
tendency, unfortunately. To reverse these negative trends it would be desirable 
to increase the synergy of our areas of support abroad (place more emphasis on 
the /trade advisers/ stationed in the embassies and require that they be better 
prepared for the assignments given them, encourage large firms to be /commercial 
representatives/ for small businesses that are interested in the local market, 
increase /promotion/ of French industry by all possible means: publicity in the 
mass media, trade fairs and exhibits in specified sectors, etc.). Lastly, it 
would be a good idea for French firms to /anticipate/ the opening of certain 
markets; for example, at the present time Japanese automobile firms are investing 
in publicity in China. When the Chinese market opens, the potential Chinese 

user will already be accustomed to the idea of buying a Japanese car. 


[he last proposal concerns training men. Here again the socialist government 
thought it had found the miracle solution by proposing to establish a National 
School for Export, although its specific task was not clearly indicated. There 
are, in fact, several institutions, such as the ICI (Institute of International 
Commerce) that offer complete training programs in foreign trade and foreign 

trade techniques. However, we are definitely behind as regards real international 
professions, those that require long residence abroad or extended trips abroad. 

On the one hand, only a few advanced management institutions (such as HrclO or 
ESCP [Advanced School for Commercial Studies?]) include these aspects in vheir 
curriculum. On the other hand, firms are reluctant tc send their managers for 
additi-nal training in specialized programs, of which there are few in France 
anyway, and often manage their employees working abroad very poorly--no long- 

term career plans and difficulty returning to a post in France; poor preparation 
for the assignment abroad and poor preparation for the employee's family (which 

is often the major obstacle to the employee's really becoming a part of the 

local environment). We still have a long way to go. There is no immediate 
solution, but sensitization to "international affairs" should gradually impregnate 
the entire French economic structure and penetrate deep into our educational 
system. Otherwise we will perpetuate the isolationism that we are all too 
familiar with and that is Liable to be costly in terms of loss of purchasing 
power. 


A Political Desire 


[he French cultural context, unlike that of Anglo-Saxon countries, has never 
favored the development of Liberal capitalism, based on individual enterprise, 
except at certain special times (for example, the Second Empire or the beginning 
ot the Fifth Republic). 
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We are seeing renewed hostility toward this economic model, marked by a declining 
opinion of both the role and function of the business leader (the term "owner", 
as generally used in the media, hasa highly negative connotation). Under these 
conditions, the lack of aggressiveness of certain firms toward international 
competition is not surprising, but this is occurring just as capturing shares 

of the world market is becoming more and more difficult:. 


Because of this not very favorable environment, it would be pointless to expect 

an improvement in our trade balance without a strong effort on the part of everyone 
involved--the firms that must make long-term investments by setting up commercial 
networks abroad; their managers, who must stop considering international markets 

to be peripheral, and therefore secondary, markets; and the administration, which 
must initiate a real crusade to explain clearly to the French what is at stake 

in this foreign trade battle: maintaining the financial and economic independence 
of France. 


FOOTNOTES 
lL. On 31 December 1982, France's medium- and long-term external debt was about 
300 billion frances (54 percent of that in dollars), which is the equivalent 
of 5.5 months of exports. (Source: "Blue Notes," Ministry of the Economy, 
Finance and Budget, no 131, 11-17 July, 1983, p 1). 


2. Source: "Conjoncture" (monthly economic bulletin of the Paribas Bank), 
May 1985, p 68. 


3. Source: "Conjoncture" (monthly economic bulletin of the Paribas Bank), 
May 1983, p 6/7. 


4. For a detailed analysis of these points, the reader is referred to the special 
repert "Revaloriser la fonction commerciale" [Reevaluating the Trade Function], 
Hommes et Commerce, no 78, June 1983, pp 8-17. 


- 


6. Even in a geographically close market such as the FRG, French exporters seem 
to have difficulty becoming established, as shown by this statement of a 
German newspaper: "Even after many years of trade relations, French suppliers 
do not adapt to the wishes of their German clients. This lack of adaptation, 
in conjunction with a pcor knowledge of the German language and excessive 
pretentions as regards profits, are the major reasons for the failure of 
French firms on the German market." die Welt, 15 June 1983. 


7. The American manufacturer McDonnell Douglas had to agree to sell $2.9 billion 
of Canadian products abroad in order to close the sale of F18 fighter planes 
with Canada (a $2.4 billion contract). (Source: Le Nouvel Economiste, no 389, 
23 May 1983, p 48). 
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8. The International Finance Club has published a blue book on the theme "L' incidence 
des investissements industriels a l'etranger sur la balance courante de la 
‘ on ° ee ? . 
France" [The Impact of Industrial Investments Abroad on France's Current 


Balance] (CESA, Jouy-en-—Josas). 











9. Source: Nord-Sud-Export, no 39, 27 June 1983, pp 11-12. 


10. For more than 15 years this school has offered a specialization in "Inter- 
national Affairs" that can be taken during the last year. 
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ECONOMIC FRANCE 


SPECIALIST EXAMINES SOVIET ECONOMIC REPORTS, PROBLEMS 


Paris POLITIQUE INTERNATIONALE in French Fall 83 pp 87-98 


_Article by Georges Sokoloff, professor of Soviet and Eastern 
European economics at the National Institute for Eastern Ci- 
vilizations and Languages (University of Paris III), and sci- 
entific adviser to the CEPII (expansion unknown). Author of: 
"The Obedient Economy, Political Decisions and Economic Life 
in the USSR," Calmann-Levy, 1976, and of "The Economics of 
Detente: the USSR and Western Capital," FNSP Press, 1953); 
French title: "Make No Mistake About the Soviet Crisis." 
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_Text | The Soviet economy 


imbalance and a sharp decline 


is currently in the grip of monetary 


in investment. This situation rai- 


ses two vital questions: how 
low, Like ordinary economies, 


could the USSR have been brought 
by a form of stagflation? In what 


ways can such a state of affairs affect the generally accepted 
diagnosis of the Soviet economy's ailments (and their possible 
remedies)? 


The constant reference in the pages that foilow to works by So- 
viet economists raises a question of confidence. Are we to take 
their criticism of the system as reliable? It has been known to 
happen that Soviet writers make clever use of false confidence, 
with a specious admission of this or that "excess" or "short- 
coming," the better to befuddle their readers. And yet, the 
mistrust so often voiced in this country as to the soundness of 
Soviet sources also otten used as an alibi for laziness and 
ignorance (of the Russian language, for example). It seems to 
me, in fact, that there are some economists in Moscow and Novo- 
sibirsk who would like to introduce into the Soviet Union's per- 
ception of itself if not truth, at least -- and this would be a 
gjant step -- a Little more sincerity. 


is 


[The Monetary Imbalance 


in production costs and prices has for a number of 
economy. 


A sharp rise 
years now been typical of the Soviet 


According to data from the Central Statistics Directorate, prices 


for construction, machinery and materials for construction -- in 
other words the prime sectors contributing to investment -- are 
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dropping. Jet one of the leading Soviet experts in these fields, 
V. Krasovskiy, ftinds the official figures "dubious." He claims, 
on the contrary, that investment costs general ly are currently 
undergoing a "marked, and sometimes excessive upward thrust." 

And he proves his case by adducing unpublished data from the [n- 
vestment Bank (Strojbank) relating to the rising cost ot hard 
currencies since the beginning ot the Seventies: up I> percent 
in LY7O, up 10.4 percent in 1971, up 9.60 percent in 19%2, and 

up 13.60 percent in LYS? (Ll). The impression of a steep rise in 
production costs crops up again during scrutiny of the new whole- 
sale prices for industry introduced in Jamuary 1952, which inclu- 
ded a 4O0-percent hike in the price of lumber, 45 percent on coal, 
74 percent on thermal energy, and 130 percent on petroleum. But 
will these increases at least help the economy toward lasting 
health? The disenchanted comments on them by one Soviet planner 
sive us grounds to doubt it (2). A similar tone pervades the 
air on the agricultural side, which the state must subsidize at 
steadily mounting rates so that the rising costs of production 
will not totally disrupt the intermediate and end market for farm 
products. The added value factor in Soviet agriculture is moving 


from single- to double-digit numbers -- from 70.4 %o 125 wvillion 
rubles in 19582 -- when you bring it down to real cost, after cor- 


recting tor the various and sundry subsidies and compensatory 
taxes designed to spread the agricultural burden more widely. 


Consumer prices, though, show a tew contrasts with this overall 
rise in costs. Foreign observers in Moscow have also reported 
significant hikes in the prices of several retail items. Nor 

are Soviet economists themselves unaware of these increases. 

They tend to attribute them, however, mainly to the rising cost 

of imported products (such as the 30-percent rise in the price 

ot chocolate in March 1975) and to changes in the demand structure 
in favor of new products ("N" articles) (3). This presentation, 
which seems not to assign much significance to the Link between 
wholesale and retail prices. is, oddly enough, the closest to 


reality. [he most striking thing about the general level of con- 
sumer prices is its relative /stability/, due to the fierce deter- 
mination of econumic watchdogs to shelter the consumer market 
from the impact of intlationary thrusts a® cue production level. 


Firmly put down at its tinal stage, the inflationary thrust has 
found a number of other channels for expression. The int lation 
of consumers! cash incomes, whose upward course closely tollowe 
that of costs, makes them increasingly less convertible into con- 
sumer products. This is what is known as the "goods/money imbal- 


“ 


ance" == the growing surplus of monetary availability vis-a-vis 
the total ration of products oftered the consumer to the fixed 


prices set for retail sale of those products. 


The political decision to save appearances of stable prices in 
the teeth of intlationary undertows is, tor that matter, only 

one of the causes for the imbalance. [t may just as well be 
attributed to overly high wages when measured against producti- 
vity and by other deeply-rooted factors: rigidity as a result of 
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‘constitutional" tull employment prevailing in the USSR, quan- 
titative and qualitative shortages otf supplies of even the most 
basic consumer goods, very sluggish "reflexes" in the controlled 
economy in response to variations in demand, the endemic climate 
of irresponsibility which begets considerable waste of time and 
money, as well as costly backlogs of "unsalable" commodities. 


[he stubborn nature of these causes also helps explain why the 
"osoods-to-money imbalance" bas been a permanent fact of life in 
the economic history ot the USSR. Back in the days of the NEP, 
the economists were already arguing vehemently about what they 
called the "goods drought," in 1925. Stelin's peculiar prefer- 
ences by way of structures of course succeeded only in seriously 
aggravating the tension, which literally exploded during the 
Thirties in an admitted intlation rate of astounding dimensions. 
[The war, of course, led to its paroxysm. Stamped out in December 
LY74 by a particularly brutal monetary reform move, the scourge 
was dealt with for some time thereafter by neglect, (even though 
Khrushchev tried several highly unpopular measures to tight it). 
We see the issue arising again as a major governmental concern 

in Leonid Brezhnev's address to the Party's 25th Congress (19706). 
And one otf the prime wagers written into the 1Oth 5-year Plan 
adopted at that Congress was that the Soviets would finance some 
of their purchases, not by a turther increase in incomes, but out 
of the savings they had been forced to build up until that time. 
Obviously, this was little more than a pious hope: by L951, 

some Loo billion rubles had piled up in the savings banks (about 
two thirds ot the total annual volume of retail sales, and no- 
body knows how much had stuffed unrecorded "wool stockings." 
Quite obviously, the Soviets were only more keen on turning to 
the black market to buy what too many of their tellow-citizens 
were standing in line to buy in front ot the public or co-op mar- 
kets, despite all the time they could take off from work to stand 
in those very lines. 


Yuriy Andropov has shown his deep concern with the "hideous social 
consequences" of what it 1s now proper to call the "shortage," 
rather than the "drought" of goods. His speech to the Plenum oft 
the Party's Central Committee in November 1952, the Jone "e =ook in 
addressing the machinists at the Ordjobikidze plant in Moscow 
(PRAVDA, 1 February 1953), the essay on doctrine which he published 
on the LOOth anniversary of Marx's death (4) leave no doubt at all] 
on one score: restoring monetary equilibrium has, even in the 
USSR, become a major issue in economic policy. 


Will the new leader prove to be as effective in treating the ail- 
ment as he was Lucid in diagnosing it? That is quite another prob- 
lem. For the time being, Andropov has let it be known that he 
would be unlikely to Lay hands on prices (the solution, which he 
weighed carefully, "didn't suit him"), that he would be demanding 
-- as everybody expected -- on the matter ot Labor discipline and, 








above all, that he would be a lot tougher on wages, whose un- 
warranted increase seems to him to have been the crucial ftactor. 
[This Soviet-style variation on the familiar austerity policies 
of the West, however, Seems anything but a likely prospect for 
taking on, single-handed, the issue of monetary imbalance whose 
causes, as we have seen, are manitold and deep, and whose mani- 
festations are to be seen throughout the economic system. 


What the "deticit" really does is to undermine involvement and 
productivity right down the line. Furthermore, the surplus of 
unspendable money in household accounts, despite the apparently 
airtight barriers between economic circuits, somehow seems to 
wind up in the entrepreneurial area, where it triggers pernicious 
chain reactions. This is the very tirm conviction held by Soviet 
experts V. Belkin and V. Ivanter, who have developed a complete 
theory about the spread of imbalance (5). According to them, 
current practices on the part of Gosbank give it carte blanche 
to make "non-Plan" loans to corporations amounting to the sums 
households have been unable to spend. Companies that take advan- 
tage of these resources use them to build up "non-Plan" stock- 
piles of raw materials. The problem is that the products going 
to build up these contingency stockpiles are thereby witheld 
from other companies, which are torced by such technical con- 
straints to shut down their operations. If the companies thus 
Crippled are companies manufacturing consumer goods, then the 
"woods shortage" worsens and, with it, the accumulation of idle 
money in would-be consumer hands: hence the appearance of a 

new channel for financing open to the "stockpilers,"™ and so on. 


We would agree with Belkin and Ivanter that the system seems to 
be tinancially painless. Those companies engaging in hoarding 
can go on running into debt without risk. There is one crucial 
point: wages will be paid, no matter what, both in companies 

awash in red ink and in those the hoarders torce to shut down. 


[Is it this very principle ot wage guarantees that Yuriy Andropov 
would challenge? Stalin did it at one time, to make sure that 
the "automatic credit" system he had himself introduced in 1930, 
would retain some penalty sateguards. Even so, it seems doubt- 
ful that this measure, which, at the time it was first tried, 
had devastating results, could be implemented today. Whatever 
other remedies may be under consideration, we see clearly that, 
in any case, the question of the "goods/money imbalance" 
taken on formidable dimensions. From the economic policy angle, 
it raises the issue of the historical indebtedness of the state 
to the Soviets and oft its still elusive real counterpart. From 
the angle otf mechnisms, the issue again forcetully reminds the 
Soviet Leadership that it has neglected the réle of money in 


has 


the economic system. 








The Decline ot Investment 


for a good many years, now, the ratio we are allowed to glimpse 

in the otficial statistics between economic growth on the one hand 
and investments designed to foster it on the other is tending 
steeply downward. Despite a patent slowdown in its investment ac- 
tivities, the USSR still seems to be investing too much for the 
return it gets. This apparent decline in "investment eificacity" 
nas thus, quite naturally, become the warhorse of sundry Soviet 
otticials and economists. Generally speaking, the work of the 
economists has been confined to a structural analysis of the phe- 
nomenon. Accordingly, they have cited the growth of capital-inten- 
Sive sectors, the reclamation of new regions (meaning those which 
have no improvements and are further away), utilization of Low- 
erade raw materials, the need for providing workers with better 
tools, concern with protecting the environment and other "objec- 
tive" factors to explain the trend. After adding to this indict- 
ment some heartfelt criticism of the sluggishness of the construc- 
tion companies -- the scapegoats traditionally held responsible 
for the "subjective" prejudices applied to investment -- they 

felt, on the whole, that they had diagnosed the malady. The ar- 
ticle appearing in July 1979 under the signature of academician 

lr. Khacaturov (6) is quite typical of this kind of analysis, which 
first deplores the situation and then voices its satisfaction with 
its tindings. 


That article, however, touched ott a debate which was to lead some 
of its participants far afield from the premises theretofore ac- 
cepted. Several Soviet economists -- and by no means minor ones 
-- seized the chance offered them to point out that the apparent 
decline in return on investments might very well stem from “statis- 
tical/ causes." That was the point of view voiced by V. Krasovskiy, 
among others. His reading, which we have already cited, ot the 
rise in certain costs led him to suggest that, on the whole, the 
official yardstick for measuring investment trends in so-called 
"constant prices" is in fact not inflation-free. [The ball was 
returned immediately by a Novosobirsk economist by the name of kK. 
Val'tukh, in a lecture given at Akademgorodok in March 1952 (7). 
[In what may be seen as a major contribution to the study of the 
contemporary Soviet economy, this writer says that what we have 
actually witnessed over the past several years is "an absolute 
decline in the volume of *nvestments in real terms" (60). Dis- 
daining the ruble statistics, he relies on the development of 
physical production capacity tor the underpinning of his thesis. 
This somewhat’ rough-and-ready approach can certainly be improved 
by reference to the remarks made by another Soviet expert, V. 


Falteman (5). However, Fale'man's conclusions come very close 

to those ot Val'tukh. The increasingly high cost of construction 
and of machinery (especially imported machinery), inadequately 
allowed for in the ruble statistics, is tather to the illusion that 
investment is still rising, while the production capacity actually 
emerging from that investment is either stagnating or declining. 
And since that production capacity is already being used to its 
utmost Limits, growth may very well collapse. 





Don't these arguments seem to center only upon quibbles over tech- 
nical details? Nevertheless, they may well be ushering in a 
revolution in the whole problem of investments. Rejecting the 
data on which economists have traditionally relied to measure 
investment is tantamount to challenging the pertinence of all 
analyses centered on "investment effectiveness." If, once to- 
tally corrected for inflation, investment has actually /declined/ 
in real terms, and if the growth induced by that investment (it- 
self properly adjusted to allow tor inflation) has been slightly 
on the up-side or merely nil, there has been a statistical illu- 
sion as to the real return on investment. In this case, the real 
problem would not be the fact that the USSR has invested rela-- 
tively too much in exchange for too little return, but the fact 
that these poor returns have to do with nothing more arcane than 
a decline in investment. 


New Diagnosis in the Air? 


A better grasp of the two major problems raised here seems to me 
to be sufficient to challenge, not to say shake the long-standing 
diagnosis of Soviet leadership on their country's economic state. 


[his diagnosis took its final form in the course of the 25th Con- 
gress, where it was introduced as the foundation of the "Party's 
economic strategy." Let's take a quick look at its major thrust. 
Input of new manpower is drying up; access to new sources of raw 
materials is becoming more complicated; it is growing increasingly 
difficult to make etfvective use of capital. Under these conditions, 
the country must accept a slowing of economic growth, while com- 
pensating for the slowed advance of the physical growth potential 
through "intensification." That particular magic word detes back 
to debates at least 30 years in the past. In its contemporary 
avatar, it reters primarily to "cutting the fat out" of invest- 
ment, which wiil enable it to perform better (while, they say, 
making more of it available to national production for consump- 
tion); and it also refers in passing to the possibility of econo- 
mic reforms. After the promised reforms had been made into Law, 
but in the most disappointing way imagineable, in July 1979, the 
20th Party Congress (L951) confirmed the general soundness of the 
"economic strategy." {t even markedly enhanced some of its fea- 
tures: it announced real sacrifices in investment, which would 
hencetorth be allowed to grow at a rate not to exceed 2 percent 
per year (in offic tal constant prices) until 1955. Clearly, the 
recent positions taken by economists (and sometimes even by Soviet 
leaders) are painfully at odds with the entire thrust of this old 
arrangement, and the pain is destined to increase. 


Just a word, tirst, about the manpower problem. The probable 
development ot the working population had been described by some 
planners as a brake on the growth of the labor force so strong. as 
to justity in itself a freeve on investment: without a freeze, 
There said. there would no longer be any "proportionality 


tf 


between 





the two primary springs of economic growth: Labor and capital (9). 
Since then, though, it has been the common-sense finding that 
manpower will continue to be over-abundant in the USSR that has 
come to prevail. No question but thata great many problems con- 
nected with employment adjustment are still there, witness a 

keen study by L. Cizova (10), but the adjustments are, in the main, 
qualitative? for instance, the lack of interest on the part ot 
young people, given their educational level and their expectations. 
in the available jobs. Furthermore, there are statistics (some 

ot them cited by Yuriy Andropov in his KOMMUNIST article) to show 
that the proportion ot skilled workers still employed (tor lack 

of payroll funds) as manual Laborers is enormous in all sectors 

ot the economy: 40 percent in industry, more than 00 percent in 
construction, and more than 70 percent in agriculture (lL). 

Lastly, who could tail to see, in the state of monetary imbalance 
already described here, that the decline in the number of new 

jobs to be provided is more ot godsend than a "constraint?" 


As tor investment, we have already dealt with the essentials. So 
it may be that the Party strategists, misled by insufficiently ac- 
curate statistics, have not only been mistaken in their diagnoses, 
but have actually aggravated the malady by prescribing a reducing 
diet tor investment when it was already suffering from anemia. 
This hypothesis, albeit relatively forgiving toward the Party, is 
tendered at the end ot a 1LO-toot pole by its author, Val'tukh. 

[The mistakes already made, he adds, could also Se explained by 
the misleading etfect of several notions now part otf accepted 
wisdom: a naive suggestion that "intensification" would be a way 
to make resources yield more without increasing them; the fancy 
that any improvement in quality would mean a decline in quantity; 
and that any increase in consumption would entail the sacrifice 
of investment. It is more Likely, though, that in sacrificing 
erowth, the Party knew very well whatit was about, but that it 
was reluctant to say why it was doing it. Because it was unwil- 
ling to admit, in its exchanges with the society at large, the 
real reasons tor the sacritice ot investment: its growing concern 
with the country's increasing dependence, financially and mater- 
ially, on the outside world, and the heightened impact of its 
military programs on the total Capacity to produce capital goods 
(12) 


And lastly, a whole Lot could be said about reforms. Reforms are 
still deemed indispensable by a very broad circle of economists. 
Some of them feel that the USSR has exhausted the potential of an 
entire technical phase in its development. Others, among them 
Prot Ignatovskiy, tind that the present period is the cradle ot a 
historic turning-point as important as -- in their time -- war- 
time communism, the NEP, the establishment of the Stalinist sys- 
tem, or the economic reform of L905 (13). Yet, in a way doubtless 
surprising to Western eyes -- tor which retorm is synonymous with 
a new start -- a great many Soviets see it in a ditterent way. 
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This applies particularly to criteria used to measure corporate 
activities, where the general feeling is rather in tavor ot a 
return to the physical indicators ot tulfillment ot Plans. Some 
authors, [Tenatovskiy among them, in tact argue that the 1905 
reform (exceedingly timid by our standards) had encouraged an 
excessive "monetarization" of economic achievements and thereby 
contributed to the rise of intlationary tendencies. Hardly 
cogent, and perhaps remotely controlled by the government, this 
kind ot argument nevertheless mirrors a concern encountered in a 
oreat many texts, whether from the pens ot conformists or of 
research people who take a critical tack. For the most part, the 
Soviet economy sutters trom a pernicious monetary illusion. rhe f 
"veil" ot money masks the movement ot investment, permits loans 
without real security, and gives impetus to wage demands which 

in the end prove sterile. That explains why a "liberal" Soviet 
economist today can be called such, even as he rails against 
"categories ot value," insofar as they interfere with a clear 
perception otf economic realities. 


Closing Remarks 


A re-evaluation at the highest level ot the problems currently 
facing the Soviet economy could also prove important in its im- 
plications for Western analyses. 


Let's not forget that on this side, and particularly among the 
American experts, the diagnosis was basically not much ditterent 
from that ot the Soviet authorities. They had, among other things, 
swallowed the entire portion concerning the USSR's potential for 
physical growth. For the rest, including the reforms, they tig- 
ured that’ the USSR was socially and politically incapable of 
making them, and that this was a good thing. Without retorms, 
you get no entrepreneurial spirit; without entrepreneurial spi- 
rit, you get no innovation. The Soviet economy thus sutters 
from a chronic technological "Achilles' heel," and all [the West] 
had to do was to control it by means ot technology transfers. 

The preceding pages show why this analysis might not long be per- 


tinent. The retorms/technology dilemma is of course very real; 
but it may be that it is not the central problem besetting the 
Soviet economy today. Let's bear in mind the urgent appeal from 


some Soviet experts for an urgent "jump-start" on investment, "the 
motor of the economy," as well as the scornful comments ot cer- 
tain others as to the alleged manpower shortage. Let's also re- 
member tnat agriculture is still a truly vital sector in this coun- 
wry, Where problems ot subsistence can still lay claim to an ur- 
vsency Longe forgotten elsewhere. Let's try to Look at the USSR 

less as a system short on sophistication, and more as an economy 

at grips with its inability to satisty the simplest of needs, still 
thwarted by the countless dead ends of previous development poli- 
cies, demanding in-depth examination of everything that has been 


omitted, or scamped, or become obsolete. With this approach to 








the demands ot reindustrialization, the possibilities tor dynamic 
erowth (if not "“extensive") are apparently open tar wider than we 
think; and, with them, the chances of survival by adaptation of 
a system ot direct management ot the economy which we certainly 
don't Like very much, but around whichthere is some degree of 
consensus in the USSR, perhaps only by detault, but nonetheless 
real. 


[f this view of matters were more in Line with reality, the out- 
come of the crisis for the USSR would be found in an upward revi- 
sion ot investment goals, a squeeze on arms spending, and a resump- 
tion of imports ot Western equipment. The published results for 
1952 and the plans for 1953, tor that matter, show some indica- 
tions in this direction with, specitically, and for the first time 
Since 1970, a sharp increase in purchases ot Western materiel 


>] 


last year (up 35 percent in value}. 


Quite clearly, all this must be viewed with a degree otf circumspec-— 
tion. In the USSR, the new analysisot investment problems has in- 
evitably triggered some hostile reaction. PRAVDA continues to 
claim that tiere is still no question ot asking for new equip- 
ment, but rather that the problem is "to get the maximum yield 

and pertormance trom the potential we already have" (14). rhe 
old-line economists are indignant at the notion that anybody could 
question the soundness ot "their"procedures and calculations on 
the etftectiveness of invested capital; in this connection, the 
very Last remark in academician Khacaturov's argument provides, 
unbeknownst to him, a superb slice oft Soviet mandarin sociology 
(L5). It the elders take such umbrage, it is doubtless in de- 
fense ot their privileges, but perhaps partly, too -- who could 
possibly rule it out? -- because the "modernists'" proots are 

mot right. Lastly, and above all, the fact that the Soviet eco- 
nomy needs a major new running start is in no way an indication 
that the world economy is in any position to respond to that need. 
[The stubborn persistence of deep depression in investments and ot 
int lationary tendencies is general; and, as we in France Learned 
to our cost, nobody can count on outsiders to pass along the baton 
for a resumption of growth. 


What remains, practically speaking, ot these considerations, given 
the present state of attairs, is the need for keeping a close eye 
on Soviet developments and to make the requisite adjustments in 
the analytical underpinnings ot Western economic policies \v is-a- 
vis the East. In so doing, we must, tor the time being, silently 
cherish the hope that, atter sharing the common pain ot the cri- 
Sis, the USSR and the other great world powers have learned a bit 


about the political and ideological exigencies ot international 


economic solidarity. 








_For 


FOOTNOTES 


footnotes 1 through 11 and 13 through 15, see French ori- 


ginal, p 93) 


(12) 
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[These real reasons for the decline in investment were none- 
theless published, albeit atter the fact, by ofticial com- 
mentators on economic policy. Among their writings, it is 
enlightening to consult the article by N. Inozemcev 

("XKVI s" ezd KPSS i nazi zadaci," MIROVAJA EKONOMIKA i 
MEZDUNARODNYE OTNOSENIYA, 1951, 3) in which the author 
expresses the Party's resolution "no longer to allow the 
smooth operation ot major sectors of the Soviet economy 

to depend on imports of machnery and equipment from cCapi- 
talist countries" (p 12). 
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ECONOMIC GREECE 


VAITSOS ON GREEK-SOVIET ECONOMIC RELATIONS 
Athens RIZOSPASTIS in Greek 16 Oct 83 p 9 


[Excerpts] The contacts in the context of commercial-economic relations help 
the peoples to get to know each other. The mutual, profitable broadening of 
trade with the Soviet Union constitutes, as with every country, a remarkable 
factor in strengthening and safeguarding the will of the people. And what the 
people want is the avoidance of nuclear destruction, peace. This statement 
was given to RIZOSPASTIS in an interview with alternate minister for National 
Economy, Kostis Vaitsos, and the head of the commercial representation of the 
USSR in Greece, Comrade Lev Alexandrovich Abramov, on the occasion of the 
recent talks which took place in Athens on 3-6 October in the context of the 
2nd Conference of the Greek-Soviet Interministerial Commissicn for the economic 
and industrial cooperation of the two countries. 


RIZOSPASTIS: "The years of administration by the Right have led the economy of 
Greece into a situation which creates certain difficulties with regard to the 
possibilities of the country to respond to a dynamic uevelopment of Greek-Soviet 


economic relations. Are these difficulties being resolved?" 


K. Vaitsos: "It is a fact that the Greek economy is facing significant diffi- 
culties due to the economic and structural crisis as well as to the management 

of the governments of the Right. [It is also known that, to cope with this 

crisis within the framework of the government's policy for the self-generated 
economic development, we must go through the restructuring and the reorientation 
of the basic productive sectors of our economy, such as our industry and 
wriculture as well as its foreign economic trade. For these reasons, therefore, 


we have firmly chosen the goal of the multilateral development of the economic 


relations of oc country in combination with the dynamic restructuring of our 








"In essence, the long-term development program of economic, industrial and 
scientific-technological cooperation, which was signed last February by the 
Chairman of the Council of Ministers of the USSR, Tikhonov, and Premier 
Papandreou, and was recently submitted to the Chamber of Deputies, gives a 
new dimension in the determination of future plans. 


"Along the path, opened by this agreement, are also set the talks that took 
place in Athens on the occasion of the 2nd Conference of the Interministerial 
Greek-Soviet Commission for Economic and Industrial Cooperation. The negotia- 
tions conducted by the two parties from 3 to 6 October and the document that 
was signed, bring about, to a great degree, the implementation of the efforts 
being made with a view for coping, in a decisive way, with the difficulties to 
which you made reference in your question. 


"Tt is true that in the past our commerciai relations with the Soviet Union were 
on a low level, mainly because they did not depend on a determined development 
plan based on size, on possibilities, but on the planned objectives of the two 
countries as opposed to the last 2 years when they were developed at a fast 
rate. Our aim, motecver, with regard to the size of our trade during a medium- 
term forecast, amounts to 1 billion rubles, an especially sizable sum. 


"However, the systematic and effective development of our economic relations 
cannot take place through a quantitative increase of commercial trade alone. 
In order for there to be a balanced and mutually profitable development of 
these relations, it is necessary to make use of the possibilities created by 
the implementation of the orientation that the government is giving to the 
development of the Greek economy. 


"Thus, the implementation of the 5-year plan and the activation of the invest- 
ment role of the state give new, significant dimensions to the speeding up of 
the rate of development of our industrial relations with the Soviet Union in 
view of the fact that they define equal areas of cooperation and agreements. 
The researched selection and development of a substantial number of large 
investment programs in cooperation with the Soviet Union--as is the plant for 
the production of aluminum--appear. to be the most interesting choices for the 
development of the industrial and technological relations’ between the two 
states." 


RIZOSPASTIS: "Sometimes certain circles complain loudly that we import more 
from the USSR than we export, apparently "forgetting" that the USSR supplies 

us with petroleum and that, if this is not counted, then our exports are larger 
than the imports. How do you consider the present level of trade in relation 
to that of 2 years ago and what prospects do you see?" 


K. Vaitsos: "What matters is the firm decision of the two countries to develop 
our relations vigorously and on an equal level. This desire was expressed also 
with the recent signing of the agreement. On this occasion, we emphasized the 
need for a bett.. balancing of the bilateral trade in the forthcoming year in 

the context of the favorable forecasts which are outlined for the further develop- 
ment of the commercial and economic cooperation between the two countries. 


"Tt is a fact that a large portion of our imports from the Soviet Union--80 per- 
cent, approximately--involves the energy sector. Even though this area has 














certain specific characteristics, it does not cease to be an exchange as every 
exchange has certain demands and must, therefore, be included in the overall 
resolution of the issues that involve the harmonious expansion of our foreign 
trade with the Soviet Union. On the other hand, it is expected that the 

energy sector will expand with the purchases of coal for the production of energy, 
electric power and even natural gas in longer-term prospects. 


"More generally, however, the volume of trade between the two countries is 
steadily increasing. More specifically, the value of commercial exchanges 
between 1980 and 1982 has increased by about 30 percent." 


Concrete Timetable 


"Given the opportunity presented by your question, I wish to emphasize that the 
prospects of the expansion of our economic relations with the Soviet Union are 
very good. This is evident also from the fact that during the recent meeting in 
Athens we agreed on a concrete 3-year timetable (1983-1985) of negotiations and 
decisions, measures and broader talks. In this manner, the issues that concern 
us are given priorities and the time is defined within which concrete and 
feasible proposals of cooperation should be worked out. Concurrently, each of 
these issues will be referred to the responsible, specialized officials and 
organizations of the two countries who will undertake the implementation of the 
investment, industrial and economic plans in the timeframe, as defined in the 
accord." 


RIZOSPASTIS: “Known circles have from time to time opposed the repair of Soviet 
ships in Greek shipyards. What profit did the Greek economy derive from the 
repairs to date? What is the situation today? When is the new agreement expected 
to be signed?" 


K. Vaitsos: "It is well known that our country has a technologically high-level 
potential in ship repairing. Both the equipment and the workers of the Greek 
shipyards have often demonstrated their capabilities and their potential which 
assure them, from the competitive point of view, a signal place in the inter- 
national ship-building market. At the same time, the rate at which the Soviet 
Union expands its merchant marine, creates a significant demand for ship-repair 
services." 


Increased Income from Ship Repairs 


"As is logical, our country participates actively in offering such a type of 
service. Thus, lately a significant increase is observed in the repairing of 
Soviet ships, which is continuing into 1983. For instance, the income from 
these repairs has increased eight-fold between 1981 and 1982 for one single 
state ship-repair complex. Even in the first 6 months of 1983, in the same 
case, we had a two-fold increase in income as compared to the same 6-month 
period of the previous year. 


"The significant progress made in this sector as well as the more favorable 


prospects in general have led us to conclude that it is indispensable to work 
out an agreement of from 3 to 5 years' duration, which will channel the 
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development of the cooperation between the two countries in new directions. 
This agreement involves the building and fitting of ships for the Soviet 

Union in Greece and vice versa, as well, of course, as repairs of Soviet 

ships in Greek shipyards. The relative negotiations are taking place within 
the framework of the implementation of the timetable for the realization of 
the objectives of the agreement and it is expected that they will be completed 
within a short time." 


RIZOSPASTIS: "As is known, the development of exports of Greek farm products 
to the Soviet market is connected to the wider cycle of mutual commercial trade 
between the two countries. What do you estimate to be the prospects for ‘these 
exports this year?" 


K. Vaitsos: "This year, as in past years, the export of farm products to the 
Soviet Union will continue. It is actually expected that the demand will be 
greater while, on the other hand, a proposal for a 3-year accord for cooperation 
in this sector will be submitted by the end of the month. Therefore, the pros- 
pects are concrete and favorable. Rather, how much, in view of the fact that 
the total volume of Soviet purchases of farm products favors the incrementation 
of the share of exports that Greek products have to date? For example, in 1982, 
of the Soviet Union's total imports of oranges and tobacco, the Greek percentage 
of exports was about or below 10 percent. 


"With regard to this subject, it is natural that the structure and the articula- 
tion of the two economies determine to a certain degree the make-up of our trade. 
Thus, the exports of agricultural products to the USSR constitute a significant 
part of our trade, a fact of special significance to our country because farm 
production continues to employ more than 1/3 of our working potential. 


"At the same time, however, the care with which the qualitative aspects of its 
economic development are defined within the framework of the economic planning 

of the Soviet Union favors theexpansion of Greek exports in certain new directions, 
especially in the industrial sector. In essence, we, on our part, emphasized the 
need for signing a long-term agreement to export to the USSR Greek industrial 
products, mainly clothing and footwear. These Greek products are competitive 

in international markets in both quality and price. On the other hand, the 
Soviet side promised to examine carefully these proposals so that the relative 
negotiations may be completed in 1983, if possible. Also, with the development 
of Greek industry, other branches will be added to the manufacturing and 
metallurgy sectors. 


"Before we end our conversation, I would like to emphasize once more the import- 
ance given by the government to the fact that the Greek-Soviet relations are now 
in a decisive phase of vigorous development. 


"Finally, we believe that the equal and mutual profitable expansion of trade 
with the Soviet Union, the other Socialist countries, as well as with any other 
country, constitutes an important factor for strengthening and safeguarding the 
most priceless possession that peoples can exchange between them: Peace." 
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ECONOMIC GREECE 


PROJECTIONS FOR 1984 GREEK-ROMANIAN TRADE 
Athens I KATHIMERINI in Greek 9 Nov 83 p 7 


[Text] The balance of trade between Greece and Romania will be balanced during 
1984, however, while there is a surplus, in favor of Greece, Romania is tardy 
in paying the difference. 


This statement was made by deputy minister for National Economy, Mr. And. 
Georgiadis, who headed the Greek delegation to the Bilateral Interministerial 
Commission that met recently in Bucharest. In essence, Mr. Georgiadis said that 
our total imports from Romania will amount to 95 million dollars in 1984 while 
our exports to Romania will be 45 million dollars and thus, the deficit will 
compensate the surplus that exists today. 


More specifically, in 1984 we will import from Romania 25 million dollars of 
fertilizers and chemicals; 20 million dollars of lumber; 10 million dollars of 
steel plate for shipbuilding; 5 million dollars of passenger cars; 2.3 million 
dollars of drilling equipment for DEP [Public Petroleum Corporation]. Also to 
be imported are five helicopters for hospital needs for use by the Ministry of 
Health and Welfare in the Kyklades and Dodekanisa Islands, 50 trucks and 50,000 
tons of aluminum. 


The items we will export to Romania are: bauxite, fire-resistant leather, citrus 
fruit, olives, raisins, etc. 


Finally, Romania promised to speed up the rate of payments of its debts to pri- 
vate Greek corporations resulting from exports and mainly from ship charters. 
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ECONOMIC SPAIN 


BUDCET OFFICIAL ON PUBLIC SECTOR OVERSIGHT 
Madrid ABC in Spanish 22 Nov 83 p 57 


[Text] The General Secretary for the Budget, Jose Borrel, stated yesterday 

at a press conference that as proof of the meagre data available from business 
management, the accounts for almost 300 autonomous companies have not been sub- 
mitted from 1981 to the present. Given this situation, added Borrel, the gov- 
ernment has been forced to draft the 1984 budget, despite major gaps in infor- 
mation as to the true status of the public sector. 


The Secretary of the Budget noted that there is currently a poor level of con- 
trol over management and its avenues of operation and that this will remain 
so to the end of this legislative session, unless augmentation is introduced. 


Borrel explained the so-called “theory of the microscope," according to which 
only a fraction of the public sector is subjected to the high-intensity light 
of inspection. The rest of the sector manages to elude that scrutiny and, 
thus, these businesses escape by converting themselves into autonomous en- 
tities or public enterprises. The General Secretary said, "We have to broaden 
the light of inspection so as to make it less intense and localized that it 
become more even and diffuse." 


Borrel stated that audits should become a normal occurrence in the business life 
of public and private firms in Spain. Moreover, in that which is termed the 
public sector, the philosophy of oversight must flow the obvious concept that 

a public service, as is Correos, should regard itself as a business--since in 
point of fact, that is what it is--complete with an account kept of the earn- 
ings it derives from the sale of a specific service to the public. 


Jose Borrel recognized that currently there is a lack of manpower at the dis- 
posal of the State Auditor's Office with which to carry out its duties. He 
added, however, that in future the responsibilities of management should be as 
clearly defined in the public sector as they are in the private sector. He ob- 
served, "We are aware that too much oversight can be an obstacle to management, 
and it is essential that more general and less restrictive measures be sought 

so that management can at least be aware of what it has and what its status is." 


CSO: 3548/120 
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ECONOMIC SWEDEN 


WAGE-EARNER FUND PROPOSAL CONTINUES TO LOSE SUPPORT 
Columnist Doubts Will Ever Come 
Stockholm DAGENS NYHETER in Swedish 6 Oct 83 p 8 


[Commentary by Sven-Ivan Sundqvist: '"'The Capitalists Can Sleep Easy;'" portions 
within slant lines are in italics] 


[Text] The Social Democrats' wage-earner fund proposal 
is not much to get worried about if you are a capitalist 
and a believer that power over the companies on the stock 
exchange belongs in private hands. The proposal is mild 
and of modest scope. It doesn't have any teeth. There 
is no power behind it. Neither before 1990 nor after 

it will we see these proposed wage-earner funds "seizing 
the power'’ from those who have it today. But there are, 
in any case, two chances before 1990 to repeal the 
wage-earner funds program, in 1985 and 1988 respectively 
--if people are willing to move heaven and heli for it. 


The Social Democrats further state, unequivocally, that the fund system will 
terminate with the payments for the year 1990. One can hardly conclude from 
that that they aren't telling the truth. 


I think that what they mean by it is, "Let this cup pass from us." 


They have learned their lesson, and in the future they will not listen so 
much to the Federation of Trade Unions as to become its prisoner. In the 
future they will hold their own against the Federationof Trade Unions, and 
will not give them a new chance to test the power the Social Demccrats 

have to draw from. The Social Democrats will be living dangerously between 
now and 1985, because of the fact that they were caught in the wage-earner 
trap by the Federation of Trade Unions. 


In addition, the individual wage-earner funds, according to the directive, 
will disperse their share ownership. Therefore they will not pool their 
resources. Furthermore, each wage-earner fund will act independently with 
reference to the others. The idea, then, is not that the five executive 
directors will be gathered in one corner of the ring, agreeing on a common 
strategy. 
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What all of the above means is that administration will be subject both to 
the National Auditing Board and the National Insurance Board. And then it 
will be subject to criticism in the mass media. 


None of the executive directors will appreciate being at the bottom in 
the profitability league. My prognosis is that all five funds will end 
up acting rather like an index. They will become pewerless institutions, 
like indexes. 


Of course, it does not follow from my reflections above--that the wage- 
earner funds, in the form currently porposed, are harmless--that the funds 
are desirable. 


The most serious objection against these wage-earner funds--from a 
micro-economic standpoint--is that the companies are taxed. But this 
taxation again is not particularly severe. 


On the one hand, the companies' long-term gains must be sufficient to render 
satisfactory yields to the stockholders. Otherwise, the companies will not 
invest in the desired expansion. 


On the other hand, it is not possible to predict confidently today what the 
size of the payments for 1984-90 will be. Maybe it will be rather hard on 

the companies. Maybe the scope of profit-sharing will be negligible. 

I'll come back to that later. But not until the spring of 1985 will we be 

able to get an idea of how big the payments for 1984 will be. 


A Numbers Game 


In the attached table, I have played with a sizeable amount of statistical 
material. More interesting than the roughed-out figures, perhaps, are the 
various entries in themselves. The idea is more to render a model to analyze 
the scope of the profits taxes, rather than to give a precise prediction. 


In the figures I selected for the companies on the stock exchange (excluding 
investment corporations and banks), the profit sharing tax comes to 200 
million kroner for 1984 and 400 million kroner for 1985. In addition, there 
will be an annual 0.2 percent wage payment. 


Some words are probably appropriate here to explain how the flows of payment 
work, from a purely technical standpoint. 


If wage payments and profit sharing taxes together amount to, say, three 
billion kronor per year for all taxable parties, then all these monies will 

be paid in to the first three AP funds. But the five wage-earner funds cannot 
receive more than at the most two billion kronor per year. 


And so, assuming that currency values remain constant. let us say that 21 
billion kronor are paid in during the period from 1984 to 1990 (seven years 
at three billion kronor per year). In this case the wage-earner funds 

would still t only seven installments of two billion kronor, or 14 billion 
kronor in all. 
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And vice versa. If the total payments for 1984-1990 only come to, say, 
ten billion kronor in all, then the wage-earner funds during that time 
will not be able to requisition 14 billion kronor from amongst themselves. 
They will have to be satisfied with ten billion kronor. 


But the taxation system is so cleverly thought out in this event (that is, 
the wage payment at 0.2 percent and profit sharing at 20 percent) that it 
will always be such that, just as the four billion kronor which are lacking 
will be paid in at the beginning of the aineties, then these "missing" 

four billion kronor can be requisitioned from the National Insurance Board. 


A Good Time for Analysis 


When the storm starts to die down a little around the wage-earner fund 

issue, then it will be a little easier to analyze the results for the stock 
market. It is actually a plus point for the analysis that the system will 

be constant from 1983 to 1990. Long-range parameters of this kind don't pamper 
stock analysts. 


Stock market rates are determined in the long run by profits and dividends. 

I do not find that wage-earner funds will affect this development of profits 
and dividends either positively or negatively in the long run. But certainly 
the profits will be skimmed off some. Both profit-sharing tax and wage 
payments will indeed be paid. 


But these payments disappear, in the long run, in the customary mist and fog 
which are typical of prognoses. One krona on the dollar, for example, 
presumably means much more for profitability than the taxes we are talking 
about now. A new 16-percent devaluation would invalidate all other prognoses. 
A severe profits tax would "knock out" the payments from the wage-earner fund, 
if the individual stockholders calculate their gains after taxes, and so 
forth. 


Threat to the Stock Market? 


The Minister of Finance was asked at a press conference if he weren't itching 
to get stock rates down in order to make the wage-earner funds look 
successful, when they eventually start buying stock. 


Kjell-Olof Feldt literally answered as follows: 


"We will not be trying to control the stock exchange in order to satisfy the 
wage-earner funds." 


A pronouncement of this kind does not prevent the government, of course, 
from taking measures at some point between 1984 and 1990 which would have 
negative effects on the stock market. Negative proposals of this kind would 
come about naturally, even without the wage-earner funds, but when such 
proposals come to light, the government will be blamed for trying to ensure 
the success of the wage-earner funds. 
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I would also like to call the reader's attention to the following question 
and answer which came up in the course of the press conference: 


[Question] Will tke definition of profits, the 20-percent profit share 
and the size of the wage payment be able to be altered midway in the 
process? 


[Answer] No, these elements are fixed. 
The schedule from here on will be as follows: 


1. The proposal will remain for about three weeks under debate by the legal 
council. 

2. About 10 November--The proposal is turned over to the Riksdag. 

3. About 20 December--The Riksdag decides to introduce wage-earner funds. 

4. Spring 1984--Administrators are appointed for the five funds. 

5. Spring 1984--The administrators choose five executive directors. 

6. Fall 1984--The first requisitions for money come into the hands of the 
five wage-earner funds. 

An analysis by FINDATA of the sixteen companies with the most shares sold 
(see the stock exchange list) shows the following figures for 1982: 


Millions of kronor 


Profits before disposition 12,427 
- Profits abroad ? 
- Adjustment for inflation ? 
- Excess write-offs ? 
- Tax-free gains ? 
- Depositions for investment fund -1,219 
- Total income tax -2,858 
+ Foreign taxes ? 
- 6 percent of salaries in Sweden 
(for 268,000 employed) -1,054 
= Basis for profit-sharing ? 


Thus at least five question marks--and maybe even more--must be straightened 
out in the table above in order to generate figures for the basis for 
profit-sharing. Besides that, the table shows the figures for 1982. The 
profits according to the first series before 1984 should be at least 150 
percent higher than 1982. 
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Companies on the Stock Exchange, Billions of Kronor 
(excluding investment corporations and banks) 
A rough model, with very approximate figures. 


1984 1985 


Total actual profits (results shown at current cbatad”? 


12 14 
Actual profits in Sweden 7 6 
a. Allocations for investment fund -1 -1 
b Income tax in Sweden -2 -2 
c. Six percent of salaries in Sweden -2 -2 
d. "Profit transfer" to foreign countries, 
plus other bookkeeping innovations -1 -] 
Basis for profit-sharing 1 2 
20 percent profit-sharing payment 0.2 0.4 


1) According to calculation methods used in Foretagsanalyser [Corporation 
Analyses] 1982, Aktiv Placering AB [Active Investment, Inc] p 323. 


Only Half in Unions Now Favor 
Stockholm DAGENS NYHETER in Swedish 28 Oct 83 p 6 
[Article by Sven Svensson] 


[Text] Support for the wage-earner funds has dwindled 
this fall. This is what the DAGENS NYHETER's IMU 

opinion poll shows. Twenty-three percent of the 
electorate think that wage-earner funds are good for the 
country, as opposed to 29 percent last spring. At the 
same time, the percentage of the electorate that thinks 
that the funds are bad has increased from 45 percent last 
spring to 57 percent this fall. The percentage of 

voters polled who were uncertain was seventeen percent. 


A little over 1,000 voters were involved in the study, which was conducted 
between 19 September and 10 October. This means that the study was 

conducted during a period of time when the preparations for the initiation 
of the wage-earner fund program was proceeding in the best possible manner. 


The question was as follows: 
"The Social Democratic Party has presented a proposal for wage-earner funds. 


In your opinion, would it be /good/ or /bad/ for the country if this 
proposal were carried out?" 
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The answers: 





March October 

Percent Percent 
Very good 5 5 
Rather good 24 18 
Rather bad 25 21 
Very bad 29 36 
Don't know 17 19 


Since September of 1981, IMU has conducted a total of eight polls using 
the exact same question. 


--In the first poll, 37 percent said that the funds were good, and 37 percent 
that they were bad. 


Since then, the percentage of supporters of wage-earner funds has 
principally declined, and is now down to 23 percent, barely a fourth of the 
electorate. 


--The opposition to wage-earner funds, in turn, has grown from an original 
36 percent to 42 percent in February 1982, 51 percent in June 1982, and now 
57 percent, in the autumn of 1983. 


--The percentage of "don't know" answers has simultaneously dwindled, from a 
high of 27 percent at the beginning to 19 percent. This indicates that the 
uncertain voters who subsequently took a position ended up on the "no''-side. 


--The percentage of voters who think that the wage-earner funds are "very 
good" has gone from a high of eight percent in the spring of 1982 to a 
current low of five percent in the autumn of 1983. 


--The percentage of voters who think that the wage-earner fund proposal is 
"very bad'' has increased markedly. In the beginning, sixteen percent thought 
that the proposal was very bad. By August 1982 the figure had risen to 32 
percent, and by the autumn of 1983 the figure was up to 36 percent. 


The wage-earner fund opinion poll was conducted at the same time as the last 
party-sympathy opinion poll. 


The poll shows that 90 percent of the voters from the non-socialist bloc 
disapprove of the wage-earner fund proposal, while eight percent say that 
they "don't know." 


Within the socialist bloc, every other voter, or 49 percent, thinks that the 
wage-earner fund proposal is good, while 23 percent think that it is bad and 


28 percent "don't know." 


That more than every fourth voter in the socialist bloc does not know what 
he/she thinks about the wage-earner funds is a surprisingly high statistic. 
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Within the socialist bloc, there was a larger percentage of Left Party 
Communists than of Social Democrats who thought that the wage-earner fund 
proposal was good. 


Federation of Trade Unions Lobbies in Favor 


Sixty-five percent of the Left Party Communist voters approve of the 
wage-earner funds, as opposed to almost every other Social Democrat, or 47 
percent. 


Every fourth Social Democrat--24 percent--thinks that the funds are bad, 
compared with 18 percent among the Left Party Communist voters. 


Indecision was the greatest among the Social Democrats. Of them, 29 percent 
answered "don't know,'’ compared with 17 percent of the Left Party Communists. 


Within the non-socialist bloc, only a scattered few support the funds. 


Opposition is greatest among the Moderate Coalition Party voters, and least 
among Liberal Party voters. Ninety-three percent of the Moderates are 
opposed to the funds, compared to 90 percent of Center Party voters and 78 
percent of the Liberals. In the nonsocialist bloc, the "don't know" 
answers were also most frequent among the Liberals. Seventeen percent of 
Liberal voters gave the answer "don't know." 


Every Other One Opposed 


More than any other organization, the Federation of Trade Unions has lobbied 
in favor of a wage-earner fund proposal. But the members of the huge 
employees’ association have since divided themselves into supporters and 
opponents of the proposal. 


A majority of the members of the Federation of Trade Unions are opposed 

to the wage-earner funds. Twenty-nine percent of the members of the Federa- 
tion of Trade Unions think th> funds are good, 46 percent are opposed and 

24 percent undecided. 


Even within the Central Organization of Salaried Employees there is a 
majority of opposition to the funds. Every fourth member of the Central 
Organization of Salaried Employees--26 percent--thinks that the funds are 
good, 57 percent think that they are bad and 17 percent are undecided. 


Members of the Swedish Confederation of Professional Associations/National 


Federation of Government Employees show 11 percent in favor of the funds, 
84 percent opposed and five percent undecided. 
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Poll: Metal Workers' Union Against 
Stockholm SVENSKA DAGBLADET in Swedish 28 Oct 83 p 31 ' 


[Text] Less than half of the members of the Metal Workers' 
Union think that the government's proposal for wage-earner 
funds should be put into action. 


In principle, however, metal workers continue to support wage-earner funds, 
according to a study conducted by Testologen, Inc, for the newspaper 
METALLARBETAREN. 


The study will appear in the next issue of that newspaper. 


Testologen Inc, demonstrates that opposition to the government proposal is 
strong among the Metal Workers' Union members, who originated the wage-earner 
fund idea twelve years ago. 


The study also shows that the metal workers’ knowledge on this issue is 
better than that of the average general population. According to the study, 
55 percent of the members of the Metal Workers' Union "know" the funds 
proposal. 


According to the study, metal workers are also more positive towards funds 
than Swedes in general: the majority would like to have them. 


Three hundred thirty-nine people were involved in the study as respondents 
to questions on wage-earner funds. 


To the question as to whether the government's proposal should be put into 
action, 35 percent of all metal workers answered yes. Twnety-one percent 
said, "I am in favor of wage-earner funds, but I do not think that the 
proposal in its current form should be put into action." 
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ENERGY DENMARK/ GREENLAND 


ADDITIONAL DETAILS REPORTED ON EAST COAST OIL CONCESSIONS 
Copenhagen BERLINGSKE TIDENDE in Danish 15 Sep 83 p 24 
(Article: "Oil Hunt in Greenland from 85"] 


[Text] The rules of oil concessions in Jamesonland have now been set, and 
it is now expected that the oil search on the Greenlandic mainland can seri- 
ously commence in 1985-86, It is recommended that the Nordic Mining Company 
and ARCO be given 30-year concessions. 


The basis for a new oil search in Greenland has now been established after a 
meeting of the Greenlandic-Danish Joint Commission on mineral raw materials 

in Nuuk (Godthab) has approved the principles for a prospecting and extraction 
concession in Jamesonland in eastern Greenland. 


In the last half of the 1970s several oil companies carried out expensive but 
negative test wells in the Davis Strait off the west coast of Greenland. How- 
ever, geologists believe the prospects are better in eastern Greenland, which 
is similar geologically to the sections of the Norwegian sector of the North 
Sea where there have been large oil and gas finds. 


The Joint Commission is now recommending to the Greenlandic local government 
and the Danish government that a final 30-year concession agreement be worked 
out with the Danish Nordic Mining Company and the American oil company Atlan- 
tic Richfield Co (ARCO). The commission chairman, chairman of the local gov- 
ernment authority, Jonathan Motzfeldt (Siumut), predicted after the meeting 
yesterday that the search for oil can seriously commence in 1985, or at the 
latest in 1986, 


ARCO, which owns 30 percent of the shares in Nordic Mining Co with its experi- 
ence in oil prospecting in other Arctic regions in Alaska will be the main 
contractor. 


The new concession is the result of a renegotiation of an old general prospect- 
ing concession which the Nordic Mining Company received in 1952 for a large 
area in eastern Greenland. 


The concession comprises an area of about 10,000 square kilometers--an area 
siightly larger than the Danish island of Sealand (Sjaelland)--and according 
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to information available to Ritzaus Bureau, in its main conditions is quite 
similar to the conditions established for the current round of auctions: for 
rights to prospect Danish territories. 


Regard has been taken for the greater risks and special difficulties of harsh 
Arctic areas in calculating royalties and taxes, but just as in the Danish 
concessions provisions are made for a significant public participation in the 
so-called "carried interests" basis; that is, the public share in prospecting 
and development phases, which initially will be carried by ARCO and the Nordic 
Mining Company, but later will be credited against future possible profits. 
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ENERGY DENMARK/GPEENLAND 


OIL SEARCH ON EAST COAST SET TO BEGIN 
Copenhagen BERLINGSKE TIDENDE in Danish 2 Nov 83 p 1 


[Article by Michael Rastrup Smith: "Oil Search for 100 Billion Ready"] 


[Text] The last pieces are about to fall into place 
for a gigantic oil search permit in East Greenland. 
Among the participants in the search are the Danish 
state and an American oil company. If oil is found 100 
billion kroner will be invested. 


Nordisk Mineselskab [Nordic Mining Company] and the multinational American 
oil company ARCO are prepared to begin an oil search on Jameson Land in 
Greenland. The search will cost almost 1 billion kroner and can start next 
summer. Yesterday Minister of Greenland Affairs Tom Hoyem traveled to 
Alaska and Los Angeles to finalize the negotiations with the American oil 
giant ARCO about a concession of an oil and natural gas search in Jameson 
Land in East Greenland. 


Government Chairman Jonathan Motzfeldt, who is the chairman of the 
Danish-Greenlandic joint council of mineral raw materials, says: 


"There are still a couple of points missing from the concession but I am 
quite certain that we will come to an agreement.” 


Nordic Mining Company Director Roberto Kayser says: 


"We look forward to starting the oil search as the negotiations have been 
going on for 3 years. In the agreements with Denmark and Greenland we 
have obligated ourselves to invest 1 billion kroner in the search phase. 
During the first 2 years, 50-60 people will be occupied with conducting 
seismic studies. After that we will start at least two oil drillings." 


"We must make a find of the size of the largest fields in the North Sea 
before it becomes profitable to extract oil from Jameson Land. 


If a sufficient quantity of oil is found, we will invest about 100 billion 
kroner in extracting it." 


It will not only be Nordic Mining Company and ARCO that will make money if 
oil is found in Jameson Land. The Danish state and Greenland will also 
participate in the drilling consortium. ARCO will have a 63.75 percent 
share, Nordic Mining Company 11.25 percent share and the state 25 percent. 
9583 
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ENERGY GREECE 


NEW OIL EXPLORATION IN THASOS, IPEIROS AREA 
Athens TA NEA in Greek 17 Oct 83 p 9 


[Text] Within the next 2 years there will begin the implemertation of a new ex- 
ploration program to locate deposits of hydrocarbons in the marine area of Strymon- 
Kavala-Thasos-Keramoti. This program will be implemented under the exclusive 
supervision of the Creek government with the revision of the 1981 agreement 

with the NAPC [Northern Aegean Petroleum Company]. 


Scientists are already studying all available data from previous explorations 
as well as from recent geophysical evaluations. 


Until now, the marine basin west of Thasos had been explored to a depth of 3,500 
meters only and for an area of 1,500 square kilometers. The existence of many 
anticline hydrocarbons was established; however, it has not yet been ascertained 
whether they are exploitable. 


A second layer of limited thickness was located in the marine area of Nea Peramos 
of Kavala. In addition, a boring near "Prinos'" yielded a new deposit; however, 
there are doubts as to whether it would be exploitable. 


Three More Borings in Ipeiros 


At the same time, two geological prospects with heavy petroleum were located 
during the explorations carried out by DEP [Public Petroleum Corporation] in 
Ipeiros. 


Officials of DEP are not at present in a position to give an opinion as to whether 
the petroleum is exploitable. In any event, three more borings will be made in 
the Ipeiros area. 


In the meantime the negotiations between the Greek government and the multinational 
NAPC for the revision of the 1981 agreement are in their final stage. It is to 

be noted that under that agreement, concessions were made to this foreign company 
for increased oil exploration rights in the Gulf of Kavala. 


Exclusive DEP Control 


The Greek government, in addition to a reduction in price, which it obtained for 
oil--from 33.8 dollars per barrel the price was reduced to 27.5 dollars since 
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June 1982-- it substantially limits the area which had been leased, while the 
DEP, which will have exclusive control of all technical data deriving from the 


geological, geophysical and drilling evaluations, will participate in future 
explorations. 


It is believed that the new agreement between the Greek government and NAPC 
will be signed by the end of the year. 


9731 
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ENERGY NORWAY 


DEVELOPMENT OF OIL FIELDS IN NORTH MAY DEPEND ON USSR STANCE 
Stockholm DAGENS HYHETER in Swedish 3 Oct 83 p 12 
[Article by Mert Kubu] 


[Text] "Why wrangle with Hasselo in the Kattegat? 

Do what the Norwegians do instead!" This is what 

the Norwegians on the North Sea oil rigs are saying, 
as they chuckle mischievously at the Dano-Swedish oil 
war. 


Out in the middle of the North Sea is the huge gas 
field called "Frigg". Two of the five gas platforms 
out there are located in Norway; three are in Great 
Britain. A 50-meter-long bridge stretches over the 
border. 


When the correspondent from DAGENS NYHETER promenaded across this bridge the 
other day, going from Norway to Great Britain, the wind was blowing at 25 
meters per second, making it necessary to hold on tight to one's notebook. 


On one of the rigs, the Norwegian one, employees pay Norwegian income tax 
(approximately 65 percent). On the other one, they get away with British 
tax (approximately 11 percent). 


An oil rig worker in the North Sea has a yearly income of about 200,000 
Norwegian kroner, the equivalent of 220,000 Swedish kronor. Naturally 
everybody who works out in the Frigg field would just as soon get away with 
ll percent income tax.... 


Attractive 


In order to avoid arguments resulting from an exodus over the bridge to the 
British rigs, the staff and the oil companies have agreed on a rotating 

work schedule between the rigs. This means that most workers, in practicality, 
pay in 30 percent of their income in taxes. But their net income drifts up 
and down from month tec month. 
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"The British tax rate is naturally one of the attractions of working out here 
in the North Sea," says Ulf Cronstedt, 41, processing engineer and one of 
the Few Swedes working at Frigg. 


Ulf has quite an international background. He was born at Kungsholmen in 
Stockholm. He was educated in the U.S. He has lived in Spain for a long 
time. He is employed by a Norwegian consultant firm, but is being lent out 
to the French oil company Elf. He is married to a Dutch woman, and so he 
heads home to Amsterdam every 2 weeks. 


Like the others employed at Frigg, he works for 12 hours a day, exercises a 
little, watches videotapes and sleeps. He says that the food is good, and 
tells us that the platform, even though it is molded fast to the ocean floor, 
rocks back and forth on stormy days. 


There is quite a difference in income between oil company employees and con- 
tracted workers, who work out on the ocean only occasionally. 


Thirty Weeks 


The oil companies clearly pay better. A chambermaid at Frigg earns about 
140,000 Swedish kroner per year. After 14 days of work, employees fly back 
to the mainland and are off for 3 weeks. Being off work for 30 weeks a year 
is a social problem for many people. 


Ulf Cronstedt says: "You have to have something to keep you busy in your 
free time, hobbies and things like that." 


Some of the workers have managed extra occasional work on the mainland not 
because they need the money, but because “you can't go fishing for 30 solid 
weeks." 


The two nations have divided up the Frigg field so exactly that Norway owns 
60.82 percent of the gas and Great Britain owns 39.18 percent. The division 
is specified down to the hundredths. 


The Norwegian oil strategy, as it was developed recently at a Norwegian 
symposium in Stavanger, involves emptying out the oil and gas fields south 
of the 62nd parallel, while simultaneously developing the ones north of 
that line. 


Ghost Towns 


Which oil rigs will be the first ones abandoned around the year 2000--hulking 
structures bigger than the national capital or the Eiffel Tower--no one knows. 
The oil companies are obligated to raise the funds to blow them up or dismantle 
them. But many people on the inside say that they will end up like abandoned 
ghost towns. 


The interesting question as far as Sweden is concerned is how much gas the 


Norwegians run into offshore from Tromso. It is from that area that we may 
be finding our own natural gas in the future. But the situation up there, 
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in brief, is as follows: we would have to find at least four times as much 
as they have found up there already, to make a gas pipeline through Sweden 
and down to the continent worth while. 


Norwegian experts told us that the really big oil and gas access locations 
are in the Barents Sea in the North Atlantic between Svalbard and Novaya 
Zemlya. In other words, on both sides of the notorious "grey zones," which 
both Norway and the Soviet Union have been claiming for some years now. 


New geological studies, also, show that the further east you go--the closer 
to the Soviet Union--the more gas and oil there is. In the Barents Sea, 

the oil is most often found at a depth of 1,000 meters, but occasionally it 
is also found at 100-300 meter depths. Advanced techniques are needed to 
obtain access to it. Not only the depth, but aiso difficult ice conditions, 
are hard to overcome. 


Last summer the Russians drilled for oil in these areas. They have obtained 
advanced drilling equipment, the Norwegians noted. But as far as they could 
tell, the Russians have not yet found the big oil fields. Joint-owned 

oil rigs, with bridges between Norway and Russia, in the Barents Sea? 
Russian O-tax for the Russians? No, not even the most optimistic Norwegian 
oil hunters believe in a future as idyllic as that in the North Atlantic. 
Instead, everybody is talking about the border feud going on for some time. 


On the other hand, Norway and Iceland have amicably agreed on a region 
that the Norwegians hope is oil-rich, west of Svalbard. Instead of arguing 


whose waters the suspected oil field is in, they drew up a rectangle, and 
divided the contents by percent, after the principle used in the Frigg field. 


9 
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OCEAN/POLAR ISSUES BELGIUM 


LAW OF THE SEA TREATY ASSESSED 
Brussels KNACK in Dutch 21 Sep 83 pp 97-100 


| Article by Pol de Witte: "The End of the Free Sea"; passages enclosed in 
slantlines, printed in italics | 


| Excerpts | The International Law of the Sea Convention is 
important even if it is never ratified by all countries. 


Empty Articles 


This International Law of the Sea Convention has acquired nearly encyclopedic 
dimensions. The treaty includes 320 articles. In addition, it includes five 
resolutions and nine appendices. Hence, it would hardly be possible to speak 
of a complete codification within the treaty itself. A number of sensitive 
issues were not included. 


This time, the treaty had to provide a solution, acceptable to everyone, to 
all pending legal problems. Therefore it became very important that every 
article be approved unanimously. The result was a number of "empty" articles, 
in which the states "take measures" to do something or "cooperate" to do an- 
other thing. They often also worked with /package deals/: compromises on 

a certain point were made only if a concession could be extracted about some- 
thing else. This is why the Conference progressed extremely slowly and why 
several articles are not conspicuous for their verbal clarity. 


During the ninth meeting in 1980, President Amerasinghe (Sri Lanka) managed 

to get a vote on a non-official text of the treaty, which received everybody's 
approval. The end seemed to be in sight. However, during the last round the 
Conference received two nasty blows and went down for the count of nine, and 
it would never completely recover from this. The first was the death of 
Amerasinghe, who had put his personal mark on the reform of the law of the sea. 
He was replaced by Tommy T.B. Koh from Singapore. Barely a few months later, 
the United States delegation, which had been completely changed by the newly 
inaugurated President Reagan, questioned the complete text of the treaty. 


The final treaty was voted on by the Conference on 30 April 1982. One hundred 


and thirty states voted in favor, 4 voted against (the United States, Israel, 
Turkey and Venezuela), and 17 abstained. 
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On 10 December of last year, the International Law of the Sea Convention was 
solemnly opened for signing at Montego Bay. In no time it was signed by 

119 delegations. The main opponents of the treaty still are the United States, 
Great Britain, the FRG, Italy and also Belgium. Japan, France and the 
Netherlands, on the other hand, did sign but specified that this did not imply 
agreement with the text of the treaty. They are willing to work, within the 
Preparatory Committee, at constructively finding acceptable implementation 
decisions. 


The Convention has undoubtedly become one of the most comprehensive treaties 

of the 20th century. The wide interest in it on the part of the Third World 

countries and the fact that next week the newspapers will perhaps note some- 

where /in the margin/ that the second session of the Preparatory Committee 
established by this treaty has ended, justify a clarification. 


Since mid-August, diplomats from all the countries which signed the Convention 
and from some countries which limited themselves to the Final Act have been 
working in Kingston (Jamaica) at the practical implementation of a few not 
unimportant chapters. This Preparatory Committee is responsible for drawing 
up rules of procedure for the International Seabed Authority, the Enterprise 

( which is supposed to proceed with production, parallel with the mining en- 
terprises), and a new International Law of the Sea Tribunal, which were set 

up by the treaty. It is also responsible for handling mining requests from 
prioneer investors (countries and enterprises which have already invested in 
seabed exploration) and for developing rules for the licensing system. All in 
all, a difficult and delicate task. Indeed, officials in various ministries 
are watching from a safe distance. For some countries, signing the Convention 
will depend on the results. If the balance of the second session turns out 

to be as meager as that of the first session earlier this year (when little 
was agreed upon other than the appointment of Joseph Warioba of Tanzania as 
committee president), then the Law °f the Sea Convention as a whole will feel 
the effects. 


Our country which, as signatory of the Final Act of the Law of the Sea Confer- 
ence, has the status of observer, sent a mini-delegation. Ambassador Jan 
Bousse, head of the mission in Kingston, is participating in the negotiations, 
together with his colleague Herman Portocarero, but does not have the right 

to vote. They are there first of all to serve Belgian interests, and to the 
extent that this is possible EC views are advanced. Which is not very easy 
with five "in favor" (France, the Netherlands, Denmark, Greece and Ireland) 
and five opponents of the treaty. 


During the coming winter, our government will conduct a survey of all firms 
which might be interested. Afterwards a position will be taken: signature 
of the Convention or rejection of the whole affair. 


Delicate Balance 
It is extremely difficult to present a synthesis of this gigantic treaty. In 
terms of information, we are limiting ourselves to a few lines cf force at the 


risk of not paying enough attention to the delicate balance which was aimed 
for. 
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Essentially, the treaty provides for a broadening of the right of the coastal 
states. The /territorial sea/ can be extended to 12 nautical miles (22.2 
kilometers). The /contiguous zone/, in which the coastal state is allowed 
to exercise control over customs, fiscal, sanitary and immigration regulations, 
may be up to a maximum of 24 nautical miles wide. Within the /exclusive 
economic zone/, abbreviated EEZ, the coastal state has sovereign right over 
all natural resources -- living and mineral -- in the water, on the seabed 
and in the subsoil. This strip can be as wide as 200 nautical miles. Fur- 
thermore, in this zone the coastal state has jurisdiction over artificial 
islands, scientific research and protection of the marine environment. In 
addition, oil and gas can be extracted from the /continental shelf/, which 
can stretch out as far as 350 nautical miles from the coast. 


Besides rights, the coastal state obviously has duties. The right to /inno- 
cent passage/ by commercial and military vessels through the territorial 
waters is one of them. Submarines do have to navigate on the surface, how- 
ever. There is the /right to transit passage/ for foreign ships through 
international straits, and the treaty formally limits the rights of the coastal 
state within the EEZ to economic rights. Other states have the right of pas- 
sage and overflight and are allowed to lay pipelines and cables through this 
zone. The coastal state is also obliged to take the necessary measures for 
the preservation of the fish stocks in the EEZ and it must allow access to 
its EEZ by foreign fishermen if it cannot achieve the maximum allowable catch 
by itself. Foreign researchers must also be given permission to conduct 
scientific research in this strip, unless the research is directly related to 
the exploitation of the seabed resources. lLand-locked states and geographi- 
cally disadvantaged countries can demand well defined economic rights in the 
EEZ, and the first group also has the right to access to the sea. 


However, the Convention includes more than dispositions concerning strips and 
zones. Thus, there are specific stipulations concerning the nationality of 
ships (obligations for the Panama's ani the Liberia's!), the right to pursue 

( /hot pursuit/ ), the protection and conservation of the marine environment, 
marine scientific research, the development and transfer of marine technology, 
the settling of differences and one could go on. 


We purposely left Chapter XI for last. It is the most controversial part of 
the Convention. The intention was to allow mining of the deep-seabed exclu- 
Sively on the basis of the treaty and by the grace of an /International Sea- 
bed Authority/. Every country or industrial enterprise (depending on whether 
one is dealing with a state economy or a free market economy), which is in- 
terested in mining the seabed, will address a request to this effect to the 
Authority, which in turn will grant a permit for a well defined area. Part 
of the proceeds will go to the Authority, which will use this to support a 
fund for land-locked countries or those dependent on raw materials whose 
prices have collapsed because of the seabed mining or which are no longer 
competitive because of it. No problems up to this part. What the United 
States finally tripped over were the obligations to transfer credits and tech- 
nology to an /Enterprise/ which would set up its own production, parallel 
with the state/industry, on half of the assigned area. Furthermore, nothing 
was fixed irrevocably, considering that a complete review of this chapter and 
its appendices is possible after 15 years. To this effect, a review committee 
would be set up. 
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The United States delegation could not agree with this. They worked feverishly 
at finding compromise solutions, such as the introduction of Resolution II in 
the treaty, whereby, during a transition period, enterprises which have al- 
ready made investments would be assigned the status of "pioneer investors." 
These would be given the first permits. 


However, the Group 77 (including more than 100 developing countries) did not 
want to go so far that Chapter XI would lose its essence. It stuck to its 
input in the negotiations, specifically the Authority, the Zone and the Enter- 
prise. All of this fits into a broader perspective, in which international 
law would leave its adapted paths for the benefit of all countries of the 
world. 


The North felt that such central control was going too far. The multinational 
enterprises needed an inducement to proceed with investments of billions. 
They turned out not to be willing to do so under the circumstances. 


Customary Law 


What makes the International Law of the Sea Convention, which may never be 
ratified by a few important industrial countries, so important then? 


In the first place, the fact cannot be ignored that with the lapse of time a 
generally accepted practice, when it is not challenged by anyone, becomes in- 
ternational customary law. In this manner many of the dispositions of the 
treaty will gain force of law, even in the countries which have not ratified 
it. Such as, for example, the possibility of extending the breadth of the 
territorial sea to 12 nautical miles. The EEZ and the continental shelf were 
developed from customary law, but also from the system of straight baselines 
for the demarcation of the coast, and from the right of passage of all kinds 
of ships through international straits. 


Furthermore, countries which sign a treaty are also prohibited by Article 18 
of the Treaty of Vienna on the Law of Treaties (1969) from taking any action 
which would be contrary to the spirit of the treaty. Internal legislation 
contrary, for example, to the Convention is not allowed in signatory countries 
either. In addition, a start must be made with the ratification procedure, 
which usually occurs through discussion in parliament. In spite of the fact 
that during the final discussions, many delegations announced that they did 
not assume any responsibility by signing the treaty, it represents at least a 
"signal." 


Membership in the Preparatory Committee is the direct result of signing, un- 
like most other treaties which do not attach any immediate consequences to 
the act of signing. 


And yet, a convention is desirable for all parties. Even some form or other 
of regulation of seabed mining is necessary for everyone. The industrial 
countries and the big industrial consortia are aiming for a framework as uni- 
versal as possible, with obligations, but also rights. A company which intends 
to spend billions on research and development demands guarantees for this and 
a “return.” If they do not get them, then they are not interested either. 
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Because of a deliberate gap in the regulations, American companies would also 
be to get to work even without ratification by the United States, but 
then "on the back" of a French or Dutch. partner, if their government is more 
ccomodating. But even given such an assumption, a more positive regulation 
indispensable for the industrial countries. 


For the time being, there are no Malthusian nightmares hanging over the heads 
of the world leaders yet. Let this be one more reason to find a solution. A 
solution to military problems, for example, because the Convention shrinks the 
open sea and thus the area for unlimited military maneuvers by as much as 
one-third. As soon as the Authority is operational, practices in the sense 

of "finders keepers" will also immediately come to an end. It will also be 
the end of any form of unilateral acquisition whatsoever. 


As far as Third World countries are concerned, the regulation of seabed ex- 
ploitation is a first opportunity to prevent colonialist ambitions before 
they become reality. Hopefully this unique example orf the way the world com- 
munity can achieve cooperation, in spite of ideological and economic opposi- 
tions, will be given a chance. 
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